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ground that the products of this labor would come in competi-
tion with the products put upon the market by free labor.

It is now the universal custom in my State to put the con-
victs upon the roads. We have the taxing system there, and
the convicts are employed in road building, not to the ex-
clusion of free labor; and under this good-roads bill free labor
can be employed to supplement the convict labor without any
detriment whatever to the caste of those of free labor who do
the work. If the amendment of the Senator from Arkansas
should be agreed to, it would necessarily force us to employ
them only on the roads for which the State itself had appropri-
ated. We could not use them in conjunction with this ap-
propriation to carry out the coordinated work that is here con-
templated. It would demoralize the whole system. It would
cause us not to coordinate. We could not have anything like
the perfect system that could be worked out otherwise if this
amendment should prevail.

I sincerely hope the amendment will be defeated. It will
serve no good purpose whatever, but will create confusion,

Mr, VARDAMAN. Mr. President, I am not going to discuss
this amendment. I rise simply for the purpose of expressing
my regret that I was not here to vote on suspending the rules
for the consideration of the amendment offered by the Senator
from Idaho [Mr. Boran]. I was called out of the Chamber on
account of the illness of a friend, and was unable to be present
to vote for that amendment, of which I very much approve, and
I am sorry that it was not adopted.

Mr, JONES of New Mexico. Mr. President, I want to say
Jjust a word with regard to the amendment of the Senator from
Arkansas [Mr. Kimrey].

New Mexico was the pioneer in this respect. As a Territory
she first began in the United States the work of using convicts
upon the public roads. We had quite a problem in handling
our conviets. We did not know how to use them in any other
way, so as not to bring them in competition with free labor;
and so New Mexico first established the system of using her
conviets in public road building.

I sincerely hope that the amendment of the Senator from Ar-
kansas will not be adopted.

The VICE PRESIDENT. The question is on agreeing to the
amendment of the Senator from Arkansas [Mr. KmsyY] to the
amendment of the committee. [Putting the question.] By the
sound the “ noes " seem to have it.

Mr. KIRBY. I should like to have a division on it, anyway.
The Senate all voted for it the other day.

On a division, the amendment to the amendment was rejected.

The VICE PRESIDENT. The question now is on concurring

in the amendment made as in Committee of the Whole, as

amended.

The amendment as amended was concurred in.

The amendments were ordered to be engrossed, and the bill to
be read a third time.

The VICE PRESIDENT. The question is, Shall the bill pass?

Mr. FRANCE. Mr. President, as there will be no roll eall on
the passage of this bill, and as there are certain features of the
bill which I can not bring myself to approve, I desire the Recorp
to show that I voted against the bill.

; Tlla)enVICE PRESIDENT. The question is on the passage of
the bill.

The bill was passed.

Mr. BANKHEAD. I move that the Senate request a confer-
ence with the House of IRepresentatives on the bill and amend-
ments, and that the Chair appoint the conferees on the part of
the Senate. . :

The motion was agreed to; and the Vice President appointed
Mr. BaAxkHEAD, Mr. SwaxnsoN, Mr. HArRpWICK, Mr. ToOWNSEND,
and Mr. WeEks conferees on the part of the Senate.

SECOND DEFICIENCY APPROPRIATIONS.

Mr. MARTIN of Virginia. I move that the Senate proceed
to the consideration of the second deficieney bill, H, R, 15140.

The motion was agreed to; and the Senate, as in Committee of
the Whole, proceeded to consider the bill (H. R. 15140) making
appropriations to supply deficiencies in appropriations for the
fiscal year ending June 30, 1919, and prior fiscal years, and for
other purposes, which had been reported from the Committee
on Appropriations with amendments.

BECESS.

Mr. MARTIN of Virginia. I now move that the Senate take
n recess until 2.45 o'clock to-morrow afternoon. The Roosevelt
memorial exercises are to take place in the Hall of the House
of Representatives at 3 o'clock, and I ask-that the Senate recess
until 2.45 o'clock p. m.

The motion was agreed to; and (at G o'clock and 55 minutes
p. m.) the Senate took a recess until to-morrow, Sunday, Febru-
ary 9, 1919, at 2.45 o'clock p. m,
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SaTurpaY, February 8, 1919.

The House met at 12 o'clock noon.

The Chaplain, Rev. Henry N. Couden, D. D., offered the fol-
lowing prayer:

Almighty and ever blessed God, whose mercy is from ever-
lasting to everlasting, we bless Thee for that providence which
has upheld, sustained, and guided us through all the past.
Continue, we beseech Thee, Thy blessings unto us that we
come more and more into Thy kingdom under the leadership of
the world’s Great Redeemer. Amen.

The Journal of the proceedings of yesterday were read and ap-
proved.

NATIONAL CEMETERY IN FRANCE,

Mr. FOSTER and Mr. KELLEY of Michigan rose. :

The SPEAKER. For what purpose does the gentleman from
Michigan [Mr. KELLEY] rise?

Mr. KELLEY of Michigan. Mr. Speaker, I ask unanimous
consent to extend my remarks in the Recorp by inserting a let-
ter written to the Secretary of War by one of the leading
lawyers of the State of Michigan, urging the establishment of
a national cemetery in France. :

The SPEAKER. Is there objection?
Chair hears none.

The following is the letter referred to:

Hon, NEwToN D. BAKER,
Secretary of War, Washington, D. C.

Dear Mg. BAggr: I am informed by the Secretary to the President
that a letter which I wrote to the President on December 27 has been
referred to you. This letter related to the establishment in Europe of
an American cemetery, wherein the soldiers of this country who dled
in Burope may be interred in a proper and decent manner. I am also
informed that some Congressman has introduced a resolution on this
subject, but I have not that resolution before me, and therefore do not
know just what it is.

* The idea I have in mind is this, as I think was fully stated in my
letter to the President, that we ought to obtain two or three thousand
acres of land somewhere in France or Belglum, preferably in France,
that could be converted into a cemetery which would be large enough
for all the deceased soldiers over there, and have their remains trans-
ferred there as soon as ﬁosaible. While the Government has said, as I
understand it, that it will cause to be ahlgped home the remains of such
soldiers as their relatives desire to have rouﬁht home for burlal, yet I
am satisfied that many will feel, as did ex-President Roosevelt, that they
would not prefer to have the remains brought to the United States for
burial, and indeed it would be an almost impossible thing, and a grue-
some one as well, to attempt to bring the remains of very many to this
ecountry after they have already been buried for several months.

If anything is to be done along this line it ought to be done promptly.
Yourself and myself, as lawyers, know that we would have no right to
purchase land in a foreign country even for burial purposes without
some sanction by the Government of that country allowing us to do so,
and a part of what we would need would be a provision by which we
would have supervision of the pro| ¥ and the right to travel to and
from it with such soldiers, servants, and agents as we might see fit to
employ, and, of course, this would be a ;Eerpetnsl right, as the cemetery
would be supposed to be perpetual hen again, if the right were
granted us by the Government of France we might have difficulty in
getting title to the property that we needed or wanted, as some would
perhaps refuse to sell, and others would hold us up for an excessive
rice, and, therefore, the only seemingly practical way would be for the
rench Government, or whatever country we might want to locate it in,
by proper law passed, to purchase for us these lands, and, of course,
would have the right to put the aet a condemnation clause where
it became necessary. I would suggest that this cemetery be located
not far from one of the battle fields where our boys fought so valiantly,
and that the matter be taken up at once so that when spring comes we
could begin transferring the remains of our boys into this cemetery.
We have a large number of soldiers over there now who might be used
for the purpose of aiding in this work, and I take it we could find

lenty of people over there whom we could employ to assist in this work.
n other words, it ought to be done quickly and before the markers
which have already n put up to mark the graves have been destroyed
or decay. I should Judge from what I hear of the resolution which has
been presented in Congress that the contemplation was to have several
burying grounds. Of course, that might be necessary, but It would take
Jegislation in other lands wherever the burying grounds were located,
and it occurs to me that it would be more practical to have it all In
one place, as above suggested, and the work handled along the lines as
above suggested.

You probably have seen the cemetery at Chattanooga, wherein the
remains of many of the Union soldiers are buried who fell on the battle
fields near there. When I first saw that cemetery I was impressed with
the idea that so many men were buried there when their relatives and
friends lived in the same country and might have had their remains
taken home for burial, but it is very certain that there would be a large
number of our American boys whose remains would not be sent back
to the United States; many of them have no friends who would ask to
have them gent back home, as we certainly ought to honor them, as well
as honor our conntrg, by arranging for a decent burial place, and I know
of no better way than the one I have suggested. I would, therefore,
sugsest that if the resolution already offered in Conﬁ]resa does not pro-
vide for one central cemetery, as above suglgested. that it be amended
accordingly. I am satisfied that the people of this country without
exception would be pleased to have this work done, and that we would
have no trouble when once it was understood throughout the country,
and the matter should be earrled through Con, s without delay, be-
canse every Congressman would be deluged with letters if people knew
this was up before them to have this carried through.

Please pardon me for taking 8o much of your time on this matter, but
I déem it very essential and Important, and, as above suggested, some-
thing ovght to be done just as soon as possfble. If you have any sug-

[After a pause.] Tho
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where I can help: youw get this through: Congress hy writing

rs of Congress from this State, with all of whony I am very
uainted, I would be glad to take it up.
ectfully, yours,

MESSAGE FROM TIE SENATE.

A message from the Senate, by Mr. Waldorf, its enrolling
clerk, announced that the Senate had passed witheut amend-
ment bills of the following titles:

H. R. 12996. An act granting the consent of Congress to the
Youngstown Sheet & Tube Co. to construct, maintain, and oper-
ate a bridge across the Mahoning River in the State of Ohio;

H. R.13232. An act fo extend the time for the construction
of a bridge across the Red River of the North, between Traill
County., N. Dak., and Polk County, Minn. ;

H. R.12997. An act granting the consent of Congress to the
Youngstown Sheet & Tube Co. to construct, maintain, and oper-
ate a bridge across the Mahoning River, in the State of Ohio;

H. R. 15219. An act making appropriations for the payment of
invalid and other pensions of the United States for the fiscal
year ending June 30, 1920, and for other purposes;

H. R. 13273. An act to amend an act entitled “An act to au-
thorize the establishment of a Bureau of War Risk Insurance in
the Treasury Department,” approved September 2, 1914, and an
act in amendment thereto, approved Octcber 6, 1917; and

H. R. 1607. An act for the relief of David E. Gray.

The message also announced that the Senate had passed bill
of the following title, in which the concurrence of the House
of Representatives was requested: .

S.5534. An act granting the consent of Congress to Oliver
Cabana, jr., Myron 8. Hall, HE. G. Connette, Willlam F. Mac-
Glashan, John H. Bradley, and M. A. Hurt, to econstruct a
bridge across Niagara River within or near the city limits of
Buffalo, and for other purposes.

ENROLLED BILLS SIGKED;

Mr. LAZARO, from the Commitiee on Enrolled Bills, reported
that they had examined and found truly enrolled: bills of the
following titles, when the Speaker signed the same:

H. . 12006. An act granting the consent of Congress to the
Youngstown Sheet & Tube: Co. to construet, maintain, and oper:
ate a bridge across the Mahoning River, in the State of Ohio;

H. R.13273. An acf to amend an act entitled “An act to au-
thorize the establishment of a Bureau of War Risk Insurance
in the Treasury Department,” approved September 2, 1914, and
an act in amendment thereto approved October 6, 1917 ;

H. R.13358. An act to extend the provisions of the home-
stead laws touching credit for period of enlistment to the sol-
diers, nurses, and officers of the Army and the seamen, marines;
nurses, and officers of the Navy and the Marine Corps of the
United States who have served or will have served with the

gestions of
the
well a

_

Mexican border operations or during the war between the |

United States and Germany and her allies;

H. R. 1607. An act for the relief of David E. Gray;
. H., R.12997. An act granting the .consent of Congress to the
Youngstown Sheet & Tube Co. to construct, maintain, and oper-
ut% a bridge across the Mahoning River, in the State of Ohio;
an

H. R.13232. An act to extend the time for the construetion
of a bridge across the Red River of the North, between Traill
County, N. Dak., and Polk County, Minn.

DIGEST AND MANUAL,

Mr, FOSTER. Mr. Speaker, I present a resolution and ask
unanimous consent for its consideration.

The SPEAKER. The Clerk will report the resolution.

The Clerk read as follows:

House resolution 557 (H. Dee. No. 1779).

Resolved, That there be printed as a House document 2,000 copies
of the Digest and Manual of the Rules and Practice of the House of
Representatives for the third session of the Sixty-fifth. Congress, the

eame to be bound and distributed through the folding room.

The SPEAKER. Is there objection?

Mr. DYER. Reserving the right to object, does the gentle-

man propose that these be put to the credit of the Members?

Mr. FOSTER. It is proposed to distribute them through the
folding room.

Mr. DYER. Is that the understanding? I know we have had
trouble in the past to get even a copy.

The SPEAKER. Is there objection to the consideration of
this resolution? [After a pause.] The Chair lhears none.

The question is on the resolution. 2

The question was taken, and the resolution was agreed to..

E. F. KEISTER.

Mr. HASTINGS. Mr. Speaker; I present a privileged report:
from the Committee on Accounts, House resolution 547, to pay
the Lcéerk of the late Representative Rompins salary for one
month,

The SPEAKER. The Clerk will repert the resolution.
The Clerk read as follows:

i House resolution 547,

| Resolved, That the Clerk of the House of Representatives be, and he
- is hereby, authorized and directed: to pay, eut of the contingent fund of
| the House, to H. F. Keister, clerk to Epwarp H. RoBBiNS, a Representa-
' tive from the State of Penmsylvania at the time of his death, the sum

of $166.66, beingla[n: amount equal to one month’s salary of a clerk of a
ODgress.

Representative
The SPEAKER. The question is on agreeing to the resolu-
tion.
The resolution was agreed to,
LINCOLN'S GETTYSBURG ADDRESS.

Mr.. RUBEY. Mr. Speaker——

The SPEAKER. For what purpose does the gentleman rise?

Mr. RUBEY. Idesire to submit a unanimous-consent request
relating to Lincoln's birthday, and I ask to proceed for not
more than one minute.

The SPEAKER. The gentleman from Missouri asks unani-
'mous consent to proceed for one minute. Is there objection?
[After a pause.] The Chair hears none.

Mr. RUBEY. Mr. Speaker, for a number of years my col-
league from Missouri [Mr. Russerr] has read Lincoln’s Gettys-
burg speech on Lincoln’s birthday. I am sure my colleagues
will all regret that this year, on account of illness, he will not
be able to perform that duty. I believe the custom should be
continued, and therefore I ask unanimous consent that the
Speaker of the House shall designate some Member to read,
" after the approval of the Journal on the 12th, Lincoln’s Gettys-
' burg speech. .

The SPEAKER. The gentleman asks unanimous consent that
the Speaker designate somebody to read Lineoln's Gettysburg
speech. IS there objection? [After a pause.] The Chair hears
‘none. The Chair appeints: the gentleman from Missouri [Mr.
RuBEY].

HOUR OF MEETING TO-MORROW.

Mr. KITCHIN. Mr. Speaker, I ask unanimous consent that
. when the House adjourns te-day it adjourn to meet at 3 o'clock
P. M. tO-morrow.

The SPEAKER. The gentleman from North Carolina asks
unanimous: consent that when the House adjourns to-day it
adjourn to meet at 3 o'clock p. m. to-morrow. Is there objec-
tion? [After a pause.] The Chair hears none.

HOUR OF MEETING MONDAY, FEBRUARY 10.

Mr. KITCHIN. Mr. Speaker, I ask unanimous consent that
-when the House adjourns to-morrow it adjourn to meet at 11
o'clock a. m. on Monday, February 10.

The SPEAKER. The gentleman from North Carolina asks
unanimous consent that when the House adjourns to-morrow
it adjourn to meet at 11 o'clock a. m. on Monday, February
10. Is there objection? [After a pause.] The Chair hears
none.

THE REVENUE—CONFERENCE REPORT (N0O. 1037).

Mr. KITCHIN. Mryr. Speaker, I call up for consideration the
conference report on the bill (H. R. 12863) to provide revenue,
and for other purposes.

The SPEAKER. The Clerk will report it.

The Clerk proceeded to read the conference report.

Mr. KITCHIN. Mr. Speaker, I ask unanimous consent to
dispense with the reading of the report, and ask that the state-
ment be read in lieu thereof.

The SPEAKER. The gentleman from North Carolina asks
unanimous: consent that the statement be read in lieuw of the
report. Is there objection? [After a pause.] The Chair hears
none.

The statement was read.

The committee of conference on the disagreeing votes of the
two Houses on the amendments of the Senate to the bill (H. R.
12868) to provide revenue, and for other purposes, having met,
| after full and free conference have agreed to recommend amd
{do recommend to their respective Houses as follows:

That the Senate recede from its amendments numbered 1, 5,
10, 35,, 37, 38, 50, 54, 55, 58, 59, 112, 120, 121, 122, 128, 127, 131,
1140; 186, 187, 189, 208, 211, 218, 222 223, 235, 272, 273, 274,
1275, 278,, 329, 330, 332, 333, 352, 362; 377, 378, 379, 381, 304, 405,
| 407,410, 444, 445, 488, 400, 491, 493, 408, 409, 500, 509, 516, 518,
| 519; 5639, 540, 541, 553, 559, 587, 588, and 594
i\  That tlie House recede from its disagreement to the amend-
!ments of the Senate numbered 4, 7, 8, 9, 12, 15, 16, 17, 18, 19, 20,
22, 23, 24; 25, 29, 30, 31,.32; 83, 34, 39, 41, 42, 43, 44, 45, 46, 47, 48,
49, 51, 52, 53, 56, 57, 60, 61, 62, 64, 66,-67, 68, 69, 70, T1, T2, 73, T4,
75, 76, 18, 79, 82, 83, 84, 85, 87, 88, 89, 90, 01, 93, 97, 98, 99, 100,
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101, 102, 103, 104, 106, 107, 108, 109, 110, 111, 113, 114, 115, 116,
117, 119, 124, 126, 128, 130, 132, 133, 134, 136, 137, 138, 139, 141,
142, 143, 145, 148, 149, 150, 151, 152, 153, 154, 155, 156, 157, 158,
162, 163, 164, 165, 166, 167, 168, 170, 172, 173, 174, 175, 176, 177,
178, 179, 181, 182, 183, 184, 190, 191, 192, 193, 194, 195, 196, 197,
198, 199, 200, 201, 202, 203, 204, 205, 206, 207, 209, 210, 212, 213,
217, 219, 224, 225, 226, 227, 228, 220, 230, 237, 238, 239, 240, 241,
244, 245, 246, 247, 248, 249, 250, 251, 2562, 253, 255, 256, 258, 260,
262, 264, 265, 266, 267, 268, 269, 271, 278, 279, 280, 281, 283, 284,
286, 287, 288, 200, 201, 203, 294, 205, 296, 298, 299, 300, 301, 302,
302, 304, 305, 306, 307, 308, 309, 310, 311, 313, 314, 315, 316, 317,
318, 819, 320, 321, 322, 323, 324, 326, 827, 328, 331, 334, 335, 336,
337, 338, 339, 340, 342, 343, 344, 346, 347, 348, 349, 350, 851, 353,
354, 355, 356, 858, 359, 360, 361, 363, 364, 365, 366, 370, 371, 372,
373, 374, 380, 382, 383, 384, 385, 386, 388, 389, 390, 392, 396, 398,
400, 401, 402, 403, 406, 408, 409, 411, 412, 413, 415, 416, 419, 422,
423, 427, 429, 430, 431, 432, 483, 434, 435, 436, 437, 438, 439, 440,
441, 442, 443, 447, 448, 449, 450, 451, 452, 453, 455, 456, 457, 458,
459, 460, 461, 462, 463, 464, 465, 466, 468, 470, 471, 472, 473, 475,
476, 477, 478, 479, 481, 482, 483, 486, 487, 489, 404, 496, 497, 501,
502, 503, 504, 505, 506, 507, 508, 510, 511, 512, 513, 514, 515, 517,
520, 521, 522, 524, 525, 527, 528, 529, 530, 531, 532, 533, 534, 536,
537, 538, 543, 545, 546, 54T, 549, 551, 552, 554, 555, 556, HHT, H5S,
560, 562, 563, 564, 565, 566, 567, 568, 5T0, 5T1, 572, 573, 574, 515,

76, 577, 579, 580, 582, 583, 584, 585, 586, 589, 590, 591, 592, and
593 ; and agree to the same,

Amendment numbered 2: That the House recede from its dis-
agreement to the amendment ef the Senate numbered 2, and
agree to the same with an amendment as follows: On page 1,
line 5 of the bill, strike out the comma after the word * part-
nerships”; and the Senate agree to the same.

Amendment numbered 3: That the House recede from its dis-
agreement to the amendment of the Senate numbered 3, and
agree to the same with an amendment as follows: In lieu of the
matter stricken out by sald amendment insert a comma and
the following: *“ as well as individuals ”; and the Senate agree
to the same.

Amendment numbered 6: That the House recede from its dis-
agreement to the amendment of the Senate numbered 6, and
agree to the same with an amendment as follows: In lieu of the
matter siricken out by sald amendment insert the following:
“The term ‘ Government contract’ means (a) a contract made
with the United States, or with any department, bureau, officer,
commission, board, or agency, under the United States and
acting in its behalf, or with any agency controlled by any of
the above if the contract is for the benefit of the United States,
or (b) a subcontract made with a contractor performing such
a contract if the products or services to be furnished under
the subcontract are for the benefit of the United States. The
term ‘Government contract or contracts made between April
6, 1917, and November 11, 1918, both dates inclusive’ when ap-
plied to a contract of the kind referred to in clause (a) of this
paragraph, includes all such contracts which, although entered
into during such period, were originally not enforceable, but
which have been or may become enforceable by reason of subse-
quent validation in pursuance of law " and a semiecolon; and
the Senate agree to the same.

Amendment numbered 11: That the House recede from its dis-
agreement to the amendment of the Senate numbered 11, and
agree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the following:
“The term *personal service corporation’ means a corporation
whose income is to be ascribed primarily to the activities of the
principal owners or stockholders who are themselves regularly
engaged in the active conduct of the affairs of the corporation

~and in which capital (whether invested or borrowed) is not a
material income-producing factor; but does not include any
foreign corporation, nor any corporation 50 per cent or more
of whose gross income consists either (1) of gains, profits, or
income derived from trading as a principal, or (2) of gains,
profits, commissions, or other income, derived from a Govern-
ment contract or contracts made between April 6, 1917, and
November 11, 1918, both dates inclusive” and a semicolon; and
the Senate agree to the same.

Amendment numbered 13: That the House recede from its
disagreement to the amendment of the Senate numbered 13, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“ The term * palid,’ for the purposes of the deductions and credits
under this title, means ‘paid or acrued’ or ‘pald or incurred,’
and the terms ‘ paid or incurred ’ and ‘ paid or acerued ' shall be
construed according to the method of accounting upon the basis
of which the net income is computed under section 212,

And the Senatfe agree to the same.

Amendment numbered 14: That the House recede from its
disagreement to the amendment of the Senate numbered 14, and
agree to the same with an amendment as follows: In lien of
the matter inserted by said amendment insert the following:

“ DIVIDENDS.

“ 8ec. 201. (a) That the term *dividend’ when used in this
title (except in paragraph (10) of subdivision (a) of section
284) means (1) any distribution made by a corporation, other
than a personal service corporation, to its shareholders or mem-
bers, whether in cash or in other property or in stock of the cor-
poration, out of its earnings or profits accumulated since Feb-
ruary 28, 1913, or (2) any such distribution made by a personal
service corporation out of its earnings or profits accumulated
since February 28, 1913, and prior to January 1, 1918.

“(b) Any distribution shall be deemed to have been made
from earnings or profits unless all earnings and profits have first
been distributed. Any distribution made in the year 1918 or
any year thereafter shall be deemed to have been made from
earnings or profits accumulated since February 28, 1913, or, in
the case of a personal service corporation, from the most re-
cently accumulated earnings or profits; but any earnings or
profits accumulated prior to March 1, 1913, may be distributed
in stock dividends or otherwise, exempt from the tax, after the
earnings and profits accumulated since February 28, 1913, have
been distributed.

“(c) A dividend paid in stock of the corporation shall be
considered income to the amount of the earnings or profits dis-
tributed. Amounts distributed in the liquidation of a corpora-
tion shall be treated as payments in exchange for stock or
shares, and any gain or profit realized thereby shall be taxed to
the distributee as other gains or profits.

“(d) If any stock dividend (1) is received by a taxpayer be-
tween January 1 and November 1, 1918, both dates inclusive, or
(2) is during such period bona fide authorized or declared, and
entered on the books of the corporation, and is received by a
taxpayer after November 1, 1818, and before the expiration of
30 days after the passage of this act, then such dividend shall,
in the manner provided in section 206, be taxed to the recipient
at the rates prescribed by law for the years in which the cor-
poration accumulated the earnings or profits from which such
dividend was paid, but the dividend shall be deemed to have
beeg paid from the most recently accumulated earnings or
profits,

“(e) Any distribution made during the first 60 days of any
taxable year shall be deemed to have been made from earnings
or profits accumulated during preceding taxable years; but any
distribution made during the remainder of the taxable year
shall be deemed to have been made from earnings or profits
accumulated between the close of the preceding taxable year
and the date of distribution, to the extent of such earnings or
profits, and if the books of the corporation do not show the
amount of such earnings or profits, the earnings or profits for
the accounting period within which the distribution was made
shall be deemed to have been accumulated ratably during such
mriod.!l

And the Senate agree to the same.

Amendment numbered 21: That the House recede from its
disagreement to the amendment of the Senate numbered 21, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“(b) When property is exchanged for other property, the
property received in exchange shall for the purpose of deter-
mining gain or loss be treated as the equivalent of cash to the
amount of its fair market value, If any; but when in connection
with the reorganization, merger, or consolidation of a corpora-
tion a person receives in place of stock or securities owned by
him new stock or securities of no greater aggregate par or face
value, no gain or loss shall be deemed to occur from the ex-
change, and the new stock or securities received shall be treated
as taking the place of the stock, securities, or property ex-
changed.

“When in the case of any such reorganization, merger, or con-
solidation the aggregate par or face value of the new stock or
securities received i1s in excess of the aggregate par or face
value of the stock or securities exchanged, a like amount in
par or face value of the new stock or securities received shall
be treated as taking the place of the stock or securities ex-
changed, and the amount of the excess in par or face value
shall be treated as a gain to the extent that the fair market
value of the new stock or securities is greater than the cost (or
if acquired prior to March 1, 1913, the fair market value as of
that date) of the stock or securities exchanged,”

And the Senate agree to the same.
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Amendment numbered 26: That the House recede from its
disagreement to the amendment of the Senate numbered 26, and
ngree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the following:

“ NET LOSSES.

“Skc. 204. (a) That as used in this section the term * net loss’
refers only to net losses resulting from either (1) the operation
of any business regularly carried on by the taxpayer, or (2) the
bona fide sale by the taxpayer of plant, buildings, machinery,
equipment or other facilities, constructed, installed, or acquired
by the taxpayer on or after April 6, 1917, for the production of
articles contributing to the prosecution of the present war; and
when so resulting means the excess of the deductions allowed
by law (excluding in the case of corporations amounts allowed
as a deduction under paragraph (6) of subdivision (a) of
section 234) over the sum of the gross income plus any in-
terest received free from taxation both under this title and
under Title IIIL.

“(b) If for any taxable year beginning afted October 31, 1918,
and ending prior to January 1, 1920, it appears upon the produc-
tion of evidence satisfactory to the commissioner that any tax-
payer has sustained a net loss, the amount of such net loss shall
under regulations prescribed by the commissioner with the
approval of the Secretary be deducted from the net income of
the taxpayer for the preceding taxable year; and the taxes im-
posed by this title and by Title III for such preceding taxable
year shall be redetermined accordingly. Any amount found to
be due to ihe taxpayer upon the basls of such redetermination
shall be credited or refunded to the taxpayer in accordance with
the provisions of section 252. If such net loss is in excess of
the net income for such preceding taxable year, the amount of
such excess shall under regulations prescribed by the com-
missioner with the approval of the Secretary be allowed as a
deduction in computing the net income for the succeeding tax-
able year.

“(e¢) The benefit of this section shall be allowed to the mem-
bers of a partnership and the beneficiaries of an estate or trust
under regulations prescribed by the commissioner with the ap-
proval of the Secretary.”

And the Senate agree to the same.

Amendment numbered 27: That the House recede from its
disagreement to the amendment of the Senate numbered 27, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“ FISCAL YEAL WITH DIFFERENT RATES.

“ Ske. 205. (a) That if a taxpayer makes refurn for a fiscal
year beginning in 1917 and ending in 1918, his tax under this
title for the first taxable year shall be the sum of: (1) The
same proportion of a tax for the entire perlod computed under
Title I of the revenue act of 1916 as amended by the revenue
act of 1917 and under Title I of the revenue act of 1917, which
the portion of such period falling within the calendar year 1917
is of the entire period, and (2) the same proportion of a tax
for the entire period computed under this title at the rates for
the calendar year 1918 which the portion of such period falling
within the calendar year 1918 is of the entire period: Provided,
That in the case of a personal service corporation the amount
to be paid shall be only that specified in clause (1).

“Any amount heretofore or hereafter paid on account of the
tax imposed for such fiscal year by Title I of the revenue act
of 1916 as amended by the revenue act of 1917, and by Title I
of the revenue act of 1917, shall be credited toward the payment
of the tax imposed for such fiscal year by this act, and if the
amount so paid exceeds the amount of such tax imposed by this
act, or, in the case of a personal service corporation, the amount
specified in clause (1), the excess shall be credited or refunded
in accordance with the provisions of section 252,

*(b) If a taxpayer makes a return for a fiscal year beginning
in 1918 and ending in 1919, the tax under this title for such
filscal year shall be the sum of: (1) the same proportion of a
tax for the entire period computed under this title at the rates
gpecified for the calendar year 1918 which the portion of such
period falling within the calendar year 1918 is of the entire
period, and (2) the same proportion of a tax for the entire
period computed under this title at the rates specified for the
calendar year 1919 which the portion of such period falling
within the calendar year 1919 is of the entire period.

“(c) If a fiseal year of a partnership begins in 1917 and ends
in 1918 or begins in 1918 and ends in 1919, then notwithstand-
ing the provisions of subdivision (b) of section 218, (1) the
rates for the calendar year during which such fiscal year begins
shall apply to an amount of each partner’s share of such part-
nership net income (determined under the law applicable to
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such year) equal to the proportion which the part of such
fiscal year falling within such calendar year bears to the full
fiscal year, and (2) the rates for the calendar year during which
such fiscal year ends shall apply to an amount of each partner's
share of such partnership net income (determined under the law
applicable to such calendar year) equal to the proportion which
the part of such fiscal year falling within such calendar year
bears to the full fiscal year: Provided, That in the case of a
personal service corporation with respect to a fiscal year begin-
ning in 1917 and ending in 1918, the amount specified in clause
(1) shall not be subject to normal tax.”

And the Senate agree to the same.

Amendment numbered 28: That the House recede from its
disagreement to the amendment of the Senate numbered 28, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following :

“ PARTS OF INCOME SURBJECT TO RATES FOR DIFFERENT YEARS.

“ Sec. 206. That whenever parts of a taxpayer's income are
subject to rates for different calendar years, the part subject
to the rates for the most recent calendar year shall be placed
in the lower brackets of the rate schedule provided in this title,
the part subject to the rates for the next preceding calendar
year shall be placed in the next higher brackefs of the rate
schedule applicable to that year, and so on until the entire net
income has been accounted for. In determining the income, any
deductions, exemptions or credits of a kind not plainly and
properly chargeable against the income taxable at rates for a
preceding year shall first be applied against the income sub-
jeet to rates for the most recent calendar year; but any balance
thereof shall be applied against the income subject to the rates
of the next preceding year or years until fully allowed.”

And the Senate agree to the same.

Amendment numbered 36: That the House recede from its
disagreement to the amendment of the Senate numbered 36,
and agree to the same with an amendment as follows: In lieu
of the matter stricken out by said amendment insert the fol-
lowing inclosed in parentheses: “ including in the case of the
President of the United States, the judges of the Supreme and
inferior courts of the United States, and all other officers and
employees, whether elected or appointed, of the United States,
Alaska, Hawaii, or any political subdivision thereof, or the Dis-
triet of Columbia, the compensation received as such”; and the
Senate agree to the same.

Amendment numbered 40: That the House recede from its
disagreement to the amendment of the Senate numbered 40,
and agree to the same with an amendment as follows: In lien
of the matter inserted by sald amendment insert the following:
* possessions; or (d) bonds issued by the War Finance Corpora-
tion: Provided, That every person owning any of the obliga-
tions, securities or bonds enumerated in clauses (a), (b), (c)
and (d) shall, in the return required by this title, submit a
statement showing the number and amount of such obligations,
securities and bonds owned by him and the income received
therefrom, in such form and with such information as the com-
missioner may require " ; and the Senate agree to the same.

Amendment numbered 63: That the House recede from its
disagreement to the amendment of the Senate numbered 63,
and agree to the same with an amendment as follows: In lica
of the matter inserted by said amendment insert the following:
“or (e) in the case of a nonresident alien individual, by the
authority of any foreign country (except income, war-profits
and excess-profits taxes, and taxes assessed against loeal bene-
fits of a kind tending to increase the value of the property
assessed), upon property or business” and a semicolon; and
on page 17, line 5, of the bill, after the matter inserted by
Senate amendment numbered 81, insert a comma and the fol-
lowing: “ and clause (e) of paragraph (3)” and a comma ; and
the Senate agree to the same.

Amendment numbered 65: That the House recede from its
disagreement to the amendment of the Senate numbered 65,
and agree to the same with an amendment as follows: Omit the
matter inserted by said amendment and restore the matter
stricken out by said amendment, and, on page 14, line 19 of
the bill, after * business,” insert a comma and the following:
*including a reasonable allowance for obsolescence ”; and the
Senate agree to the same.

Amendment numbered 77: That the House recede from its
disagreement to the amendment of the Senate numbered 77, and
agree to the same with an amendment as follows: On page 20,
line 3, of the Senate engrossed amendments strike out “12
months” and insert “ 30 days”; and the Senate agree to the
same.
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Amendment numbered 80: That the House recede from its
disagreement to the amendment of the Senate numbered 80, and
agree to the same with an amendment as follows:

®(12) (a) At the time of filing return for the taxable year
1918 a taxpayer may file a claim in abatement based on the fact
that he has sustained a substantial loss (whether or not actu-
ally realized by sale or other disposition) resulting from any
material reduction (not due to temporary fluctuation) of the
value of the inventory for such taxable year, or from the actual
payment after the close of such taxable year of rebates in pur-
suance of contracts entered into during such year upon sales
made during such year. In such ecase payment of the amount
of the tax covered by such claim shall not be required until
the claim is decided, but the taxpayer shall aecompany his
elaim with a bond in double the amount of the tax covered by
the claim, with sureties satisfactory to the ecommissioner, con-
ditioned for the payment of any part of such tax found to be
due, with interest. If any part of such claim is disallowed, then
the remainder of the tax due shall on notice and demand by
the collector be paid by the taxpayer with interest at the rate
of 1 per cent per month from the time the tax would have
been due had no such claim been filed. If it is shown {o the
satisfaction of the commissioner that such substantial loss has
been sustained, then in computing the tax imposed by this title
the amount of such loss shall be dedueted from the net income,
(b) If no such claim is filed, but it is shown to the satisfaction
of the commissioner that during the taxable year 1919 the tax-

payer has sustained a substantial loss of the character above |

deseribed, then the amount of such loss shall be deducted from
the net income for the taxable year 1918 and the tax imposed
by this title for such year shall be redetermined accordingly.
Any amount found to be due to the taxpayer upen the basis of
such redetermination shall be eredited or refunded to the tax-
payer in aceordance with the provisions of section 252.”

And the Senate agree to the same.

Amendment numbered 81: That the House recede from its
disagreement to the amendment of the Senate numbered 81, and
agree to the same with an amendment as follows: In lien of the
matter inserted by said amendment insert the following: “(10),
¢12)7; and the Senate agree to the same.

Amendment numbered 86: That the House recede from its
disagreement to the amendment of the Senate numbered 86, and
agree to the same with an amendment as follows: In lien of the
matter inserted by said amendment insert a comma and the
following : “ and amounts received as dividends from a personal
service corporation out of earnings or profits upon which income
tax has been imposed by act of Congress”; and the Senate
agree to the same.

Amendment numbered 92: That the House recede from its
disagreement to the amendment of the Senafe numbered 92, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“(e) Personal service corporations shall not be subject to
taxation under tLis title, but the individual stockholders thereof
shall be taxed in the same manner as the members of partner-
ships. All the provisions of this tifle relating to partnerships
and the members thereof shall so far as practicable apply to
personal service corporations and the stockholders thereof:
Provided, That for the purpose of this subdivision amounts dis-
tributed by a personal service corporation during its taxable
year shall be accounted for by the distributees; and any por-
tion of the net income remaining undistributed at the close of
its taxable year shall be accounted for by the stockholders of
such corporation at the close of its taxable year in proportion
to their respective shares.”

And the Senate agree to the same.

Amendment numbered 94: That the House recede from its
disagreement to the amendment of the Senate numbered 94, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following: * 212,
except that there shall also be allowed as a deduction (in lieu
of the deduction authorized by paragraph (11) of subdivision
(a) of sec. 214) any part of the gross income which, pursuant
to the terms of the will or deed creating the trust, is during the
taxable year paid to er permanently set aside for the United
States, any State, Territory, or any political subdivision thereof,
or the District of Columbia, or any corporation organized and
operated exclusively for religious, charitable, scientifie, or edu-
eational purposes, or for the prevention of cruelty to children
or animals, no part of the net earnings of which inures to the
benefit of any private stockholder or individual™; and the
Senate agree to the same.

Amendment numbered 95: That the House recede from its
disagreement to the amendment of the Senate numbered 95, and
agree to the same with an amendment as follows: On page 23,

line 10, of the Senate engrossed amendments after “ administra«
tion "™ insert “or settlement”; and the Senafe agree to the
same.
Amendment numbered 96: That the House recede from its
disagreement to the amendment of the Senate numbered 96, and
agree to the same with an amendment as follows: On page 283,
line 14, of the Senate engrossed amendments strike out “or™
and insert “of ”; and the Senate agree to the same.

Amendment numbered 105: That the House recede from its
disagreement to the amendment of the Senate numbered 105, and
agree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the following:
“ distributed, such corporation shall not be subject to the tax
imposed by section 230, but the stockholders or members thereof
shall be subject to taxation under this title in the same manner
as provided in subdivision (e) of section 218 in the case of stock=
holders of a personal service corporation, except that the tax
imposed by Title III shall be deducted from the net income of
the corporation before the computation of the proportienate
share of each stockholder or member”; and the Senate agree
to the same.

Amendment numbered 118: That the House recede from its

| disagreement to the amendment of the Senate mumbered 118,

and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following:

* CREDIT FOR TAXES.

“ 8ec. 222, (a) That the tax computed under Part II of this
title shall be credited with:

“(1) In the case of a citizen of the United States, the amount
of any income, war-profits and excess-profits taxes paid during the
taxable year to any foreign country, upon income derived from
sources therein, or to any possession of the United States; and

“(2) In the case of a resident of the United States, the amount
of any such taxes paid during the taxable year to any possession
of the United States; and

“(3) In the case of an alien resident of the United States who
is a citizen or subject of a foreign country, the amount of any
such taxes paid during the taxable year to such country, upon
income derived from sources therein, if such country, in imposing
such taxes allows a similar eredit to citizens of the United States
residing in such country; and

“(4) In the case of any such individual who is a member of a
partnership or a beneficiary of an estate or trust, his proportion-
ate share of such taxes of the partnership or the estate or trust
paid during the taxable year to a foreign country or to any pos-
session of the United States, as the case may be.

“(b) If accrued taxes when paid differ from the amounts
claimed as credits by the taxpayer, or if any tax paid is refunded
in whole or in part, the taxpayer shall notify the commissioner
who shall redetermine the amount of the tax due under Part IT
of this title for the year or years affected, and the amount of
tax due upon such redetermination, if any, shall be paid by,
the taxpayer upon notice and demand by the collector, or the
amount of tax overpaid, if any, shall be credited or refunded
to the taxpayer in accordance with the provisions of section 252,
In the case of such a tax acerned but not paid, the commissioner
as a condition precedent to the allowance of this credit may re-
guire the taxpayer to give a bond with sureties satisfactory to
and to be approved by the commissioner in such penal sum as the
commissioner may require, conditioned for the payment by the
taxpayer of any amount of tax found due upon any such redeter-
mination; and the bond herein prescribed shall contain such
further conditions as the commissioner may require.

“(e¢) These credits shall be allowed only if the taxpayer fur-
nishes evidence satisfactory to the commissioner showing the
amount of income derived from sources within such foreign
country or such possession of the United States, and all other
information necessary for the computation of such eredits.”

And the Senate agree to the same.

Amendment numbered 125 : That the House recede from its dis-
agreement to the amendment of the Senate numbered 125, and
agree to the same with an amendment as follows: In lieu of the
matter stricken out by said amendment insert the following:
“ Except in the case of taxpayers who are abroad, no such exten-
sion shall be for more than six months " ; and the Senate agree to
the same.

Amendment numbered 129; That the House recede from its
disagreement to the amendment of the Senate numbered 129,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:

“(1) For the calendar year 1918, 12 per cent of the amount
of the net income in excess of the credits provided in section
236; and
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“(2) For each calendar year thereafter, 10 per cent of such
excess amount.

“(b) For the purposes of the act approved March 21, 1918,
entitled ‘An act to provide for.the operation of transportation
systems while under Federal control, for the just compensation
of their owners, and for other purposes,’ five-sixths of the tax
imposed by paragraph (1) of subdivision (a) and four-fifths of
the tax imposed by paragraph (2) of subdivision (a) shall be
treated as levied by an act in amendment of Title I of the reve-
nue aet of 1917.”

And the Senate agree to the same.

Amendment numbered 135: That the House recede from its
disagreement to the amendment of the Senate numbered 135,
and agree to the same with an amendment as follows: In lieu
of the matter stricken out by said amendment insert a comma
and the following: * except that:

“(1) In the case of life insurance companies there shall not
be included in gross income such portion of any actual premium
received from any individual policyholder as is paid back or
credited to or treated as an abatement of premium of such
policyholder within the taxable year.

“(2) Mutual marine insurance companies shall include in
eross income the gross premiums collected and received by them
less amounts paid for reinsurance.”

And the Senate agree to the same.

Amendment numbered 144: That the House recede from its
disagreement to the amendment of the Senate numbered 144, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by sald amendment insert the following: “ 238;
or (e) in the case of a foreign corporation, by the authority ot
any foreign country (except income, war-profits and excess-
profits taxes, and taxes assessed against local benefits of a kind
tending to increase the value of the property assessed), upon the
property or business ' ; and on page 40 of the bill, lines 22 and 23,
strike out “paragraphs (2) and (3)"” and insert “ paragraph
(2) and in clauses (a), (b), and (c¢) of paragraph (3)”; and
the Senate agree to the same.

Amendment numbered 146: That the House recede from its
disagreement to the amendment of the Senate numbered 146, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert a comma and the
following : * and amounts received as dividends from a personal
service corporation out of earnings or profits upon which income
tax has been imposed by act of Congress ' ; and the Senate agree
to the same.

Amendment numbered 147: That the House recede from its
disagreement to the amendment of the Senate numbered 147, and
agree to the same with an amendment as follows: Omit the mat-
ter inserted by said amendment and restore the matter stricken
out by said amendment, and on page 37, line 24, of the bill, after
“business,” insert a comma and the following: “including a
reasonable allowance for obsolescence " ; and the Senate agree to
the same.

Amendment numbered 159: That the House recede from its
disagreement to the amendment of the Senate numbered 159, and
agree to the same with an amendment as follows: On page 33,
line 9, of the Senate engrossed amendments, strike out “12
months ™ and insert “30 days™; and the Senate agree to the
same.

Amendment numbered 160: That the House recede from its
disagreement to the amendment of the Senate numbered 160, and
agree to the same with an amendment as follows: In lieu of the
matter siricken out by said amendment insert the following :

*(10) In the case of insurance companies, in addition to the
above: (a) The net addition required by law to be made within
the taxable year to reserve funds (including in the case of assess-
ment insurance companies the actual deposit of sums with State
or Territorial officers pursuant to law as additions to guarantee
or reserve funds) ; and (b) the sums other than dividends paid
within the taxable year on policy and annuity contracts;

“(11) In the case of corporations issuing policies covering
life, health, and accident insurance combined in one policy issued
on the weekly premium payment plan continuing for life and
not subject to cancellation, in addition to the above, such por-
tion of the net addition (not required by law) made within the
taxable year to reserve funds as the commissioner finds to be
required for the protection of the holders of such policies only;

#(12) In the case of mutual marine insurance companies, there
shall be allowed, in addition to the deductions allowed in para-
graphs (1) to (10), inclusive, amounts repaid to policyholders
on account of premiums previously paid by them, and interest
paid upon such amounts between the ascertainment and the
payment thereof ;

*({13) In the case of mutual insurance companies (other than
mutual life or mutual marine insurance companies) requiring

their members to make premium deposits to provide for losses
and expenses, there shall be allowed, in addition to the deduc-
tions allowed in paragraphs (1) to (10), inclusive, (unless other-
wise allowed under such paragraphs) the amount of premium
deposits returned to their policyholders and the amount of pre-
mium deposits retained for the payment of losses, expenses, and
reinsurance reserves and a semicolon.”

And the Senate agree to the same.

Amendment numbered 161: That the House recede from its
disagreement to the amendment of the Senate numbered 161,
and agree to the same with an amendment as follows:

“(14) (a) At the time of filing return for the taxable year
1918 a taxpayer may. file a claim in abatement based on the fact
that he has sustained a substantial loss (whether or not ac-
tually realized by sale or other disposition) resulting from any
material reduction (not due to temporary fluctuation) of the
value of the inventory for such taxable year, or from the actual
payment after the close of such taxable year of rebates in pur-
suance of contracts entered into during such year upon sales
made during such year. In such case payment of the amount
of the tax covered by such claim shall not be required until the
claim is decided, but the taxpayer shall accompany his claim
with a bond in double the amount of the tax covered by tho
claim, with sureties satisfactory to the commissioner, condi-
tioned for the payment of any part of such tax found to be due,
with interest. If any part of such claim is disallowed then the
remainder of the tax due shall on notice and demand hv the
collector be paid by the taxpaycr with interest at the rate of
1 per cent per month from the time the tax would have been
due had no such claim been filed. If it is shown to the satis-
faction of the commissioner that such substantial loss has been
sustained, then in computing the taxes imposed by this title
and by Title ITI the amount of such loss shall be deducted from
the net income. (b) If no such claim is filed, but it is shown to
the satisfaction of the commissioner that during the taxable year
1919 the taxpayer has sustained a substantial loss of the char-
acter above described then the amount of such loss shall be
deducted from the net income for the taxable year 1918 and the
taxes imposed by this title and by Title III for such year shall
be redetermined accordingly. Any amount found to be due to
the taxpayer upon the basis of such redetermination shall be
credited or refunded to the taxpayer in.accordance with the
provisions of section 252."

And the Senate agree to the same.

Amendment numbered 169: That the House recede from its
disagreement to the amendment of the Senate numbered 169,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“in computing the tax as provided in subdivision (a) of section
205, the tax computed for the entire period under Title II of
the revenue act of 1917 shall be credited against the net income
computed for the entire period under Title I of the revenue act
of 1916 as amended by the revenue act of 1917 and under Title I
of the revenue act of 1917, and the tax computed for the entire
period under Title III of this act at the rates prescribed for the
calendar year 1918 shall be credited against the net income com-
puted for the entire period under this title; and”; and the
Senate agree to the same.

Amendment numbered 171: That the House recede from its
disagreement to the amendment of the Senate numbered 171,
and agree to the same with an amendment as follows: In lien
of the figure “ 8 " inserted by said amendment insert the figures
“10"; and the Senate agree to the same.

Amendment numbered 180: That the House recede from its
disagreement to the amendment of the Senate numbered 180,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:

“(c) If a domestic corporation makes a return for a fiseal
year beginning in 1917 and ending in 1918, only that proportion
of this credit shall be allowed which the part of such period
within the calendar year 1918 bears to the entire period.”

And on page 42 of the bill, after line 20, insert the following
new paragraph:

“1If acerued taxes when paid differ from the amounts claimed
as credits by the corporation, or if any tax paid is refunded in
whole or in part, the corporation shall at once notify the com-
missioner who shall redetermine the amount of the taxes due
under this title and under Title ITI for the year or years affected,
and the amount of taxes due upon such redetermination, if any,
shall be paid by the corporation upon notice and demand by the
collector, or the amount of taxes overpaid, if any, shall be cred-
ited or refunded fo the corporation in accordance with the pro-
visions of section 252. In the case of such a tax acerued but
not paid, the commissioner as a condition precedent to the allow-
ance of this credit may require the corporation to give a bond
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with sureties satisfactory to and to be approved by him in such
penal sum as he may require, conditioned for the payment by
the taxpayer of any amount of taxes found due upon any such
redetermination; and the bond herein prescribed shall contain
such further conditions as the commissioner may require.”

And on page 42 of the bill, line 21, at thé beginning of the line,
insert the letter “*b ™ in parentheses.

And the Senate agree to the same,

Amendment numbered 185: That the House recede from its
disagreement to the amendment of the Senate numbered 185, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“ COXSOLIDATED RETURNS,

“ Sec. 240. (a) That corporations which are affiliated within
the meaning of this section shall, under regulations to be pre-
scribed by the commissioner with the approval of the Secretary,
make a consolidated return of net income and invested capital
for the purposes of this title and Title III, and the taxes there-
under shall be computed and determined upon the basis of such
return: Provided, That there shall be taken out of such consoli-
dated net income and invested capital, the net income and in-
vested capital of any such affiliated corporation organized after
August 1, 1914, and not successor to a then existing business, 50
per cent or more of whose gross income consists of gains, profits,
commissions, or other income, derived from a Government con-
tract or contracts made between April 6, 1917, and November 11,
- 1918, both dates inclukive. In such case the corporation so
taken out shall be separately assessed on the basis of its own
invested capital and net income and the remainder of such
affiliated group shall be assessed on the basis of the remaining
consolidated invested capital and net income.

“In any case in which a tax is assessed upon the basis of a
consolidated return, the total tax shall be computed in the first
instance as a unit and shall then be assessed upon the respective
affiliated corporations in such proportions as may be agreed upon
among them, or, in the absence of any such agreement, then on
the basis of the net income properly assignable to each. There
shall be allowed in computing the income tax only one specific
credit of $2,000 (as provided in section 236) ; in computing the
war-profits credit (as provided in section 311) only one specific
exemption of $3,000; and in computing the excess-profits credit
(as provided in section 812) only one specific exemption of $3,000.

“(b) For the purpose of this section two or more domestic cor-
porations shall be deemed to be affiliated (1) if one corporation
owns directly or controls through closely affilinted interests or by
a nominee or nominees substantially all the stock of the other
or others, or (2) if substantially all the stock of two or more
corporations is owned or controlled by the same interests.

“(e) For the purposes of section 238 a domestic corporation
which owns a majority of the voting stock of a foreign corpora-
tion shall be deemed to have paid the same proportion of any
income, war-profits and excess-profits taxes paid (but not in-
cluding taxes accrued) by such foreign corporation during the
taxable year to any foreign country or to any possession of the
United States upon income derived from sources without the
United States, which the amount of any dividends (not deduct-
ible under section 234) received by such domestic corporation
from such foreign corporation during the taxable year bears to
the total taxable income of such foreign corporation upon or
with respect to which such taxes were paid: Provided, That in
no such case shall the amount of the credit for such taxes exceed
the amount of such dividends (not deductible under section 234)
received by such domestic corporation during the taxable year.”

And the Senate agree to the same.

Amendment numbered 188: That the House recede from its
disagreement to the amendment of the Senate numbered 188,
and agree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the following:

“ Sec. 250, (a)That except as otherwise provided in this sec-
tion and sections 221 and 237 the tax shall be paid in four in-
stallments, each consisting of one-fourth of the total amount of
the tax. The first installment shall be paid at the time fixed by
law for filing the return, and the second installment shall be paid
on the fifteenth day of the third month, the third installment
on the fifteenth day of the sixth month, and the fourth install-
ment on the fifteenth day of the ninth month, after the time
fixed by law for filing the return. Where an extension of time
for filing a return is granted the time for payment of the first
installment ghall be postponed until the date of the expiration
of the period of the extension, but the time for payment of the
other installments shall not be postponed unleds the commis-
sioner so provides in granting the extension. In any case in
which the time for the payment of any installment is at the
request of the taxpayer thus postponed, there shall be added

as part of such installment interest thereon at the rate of one-
half of 1 per cent per month from the time is would have been
due if no extension had been granted, until paid. If any in-
stallment is not paid when due, the whole amount of the tax
unpaid shall become due and payable upon notice and demand
by the collector.”
- And the Senate agree to the same.

Amendment numbered 214: That the House recede from its

f to the amendment of the Senate numbered 214,

and agree to the same with an amendment as follows: In lieu of
the matter stricken out by said amendment insert the follow-
ing: “imposing an income tax”; and the Senate agree to the
same,

Amendment numbered 215: That the House recede from its
disagreement fo the amendment of the Senate numbered 215, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert a colon and the fol-
lowing: “Provided further, That all bona fide stockholders of
record owning 1 per cent or more of the outstanding stock of any,
corporation shall, upon making request of the commissioner, be
allowed to examine the annual income returns of such corpora-
tion and of its subsidiaries. Any stockholder who pursuant to
the provisions of this section is allowed to examine the return
of any corporation, and who makes known in any manner what-
ever not provided by law the amount or source of income, profits,
losses, expenditures, or any particular thereof, set forth or dis-
closed in any such return, shall be guilty of a misdemeanor and
be punished by a fine not $1,000, or by imprisonment
not exceeding one year, or both ”; and the Senate agree to the

same. :

Amendment numbered 216; That the House recede from its
disagreement to the amendment of the Senate numbered 216,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“in such manner as he may determine, in the office of the col=
lector in each internal revenue district and in such other places
as he may determine, lists ” ; and the Senate agree to the same.

Amendment numbered 220: That the House recede from its
disagreement to the amendment of the Senate numbered 220,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following:

“ CITIZENS OF THE UNITED STATES POSSESSIONS.

“ 8Ec. 260. That any individual who 1s a citizen of any pos-
session of the United States (but not otherwise a citizen of the
United States) and who is not a resident of the United States,
shall be subject to taxation under this title only as to income
derived from sources within the United States, and in such case
the tax shall be computed and paid in the same manner and
subject to the same conditions as in the case of other persons
who are taxable only as to income derived from such sources.”

And the Senate agree to the same. b

Amendment numbered 221: That the House recede from its
disagreement to the amendment of the Senate numbered 221,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following:

“PORTO RICO AND PHILIPPINE ISLANDS,

“ 8ec. 261. That in Porto Rico and the Philippine Islands the
income tax shall be levied, assessed, collected, and paid in ac-
cordance with the provisions of the revenue act of 1916 as
amended.

“ Returns shall be made and taxes shall be paid under Title I
of such act in Porto Rico or the Philippine Islands, as the case
may be, by (1) every individual who is a citizen or resident of
Porto Rico or the Philippine Islands or derives income from
sources therein, and (2) every corporation created or organized
in Porto Rico or the Philippine Islands or deriving income from
sources therein. An individual who is neither a citizen nor a-
resident of Porto Rico or the Philippine Islands but derives
income from sources therein, shall be taxed in Porto Rico or the
Philippine Islands as a nonresident alien individual, and a cor-
poration created or organized outside Porto Rico or the Philip-
pine Islands and deriving income from sources therein shall be
taxed in Porto Rico or the Philippine Islands as a forelgn corpo-
ration. For the purposes of section 216 and of paragraph (6)
of subdivision (a) of section 234 a tax imposed in Porto Rico
or the Phiilppine Islands upon the net income of a corporation
shall not be deemed to be a tax under this title.

“ The Porto Rican or Philippine Legislature shall have power
by due enactment to amend, alter, modify, or repeal the income
tax laws in force in Porto Rico or the Philippine Islands, re-
spectively.”

And the Senate agree to the same.

Amendment numbered 231: That the House recede from its
disagreement to the amendment of the Senate numbered 231,
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and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
¢ gqual to the sum of the following:

“ FIRST BRACKET,

30 per cent of the amount of the net income in excess of the
excess-profits credit (determined under section 312) and not in
excess of 20 per cent of the invested capital;

“ SECOND BRACKET.

* G5 per cent of the amount of the net income in excess of 20

per cent of the invested capital;
“THIRD BRACKET.

“The sum, if any, by which 80 per cent of the amount of the
net income in excess of the war-profits eredit (determined under
section 311) exceeds the amount of the tax computed under
the first and second brackets.

“(b) TFor the taxable year 1919 and each taxable year there-
after there shall be levied, collected, and paid upon the net in-
come of every corporation (except corporations taxable under
subdivision (¢) of this section) a tax equal to the sum of the
following:

“ FIRST BRACKET.

“ 20 per cent of the amount of the net income in excess of the
excess-profits credit (determined under section 312) and not in
excess of 20 per cent of the invested capital;

Y BECOND BRACKET,

“40 per cent of the amount of the net income in excess of
20 per cent. of the invested capital.

“(e) For the taxable year 1919 and each taxable year there-
after there shall be levied, collected, and paid upon the net
income of every corporation which derives in such year a net
income of more than $10,000 from any Government contract
or contracts made between April 6, 1917, and November 11,
%.?1?, both dates inclusive, a sum egqual to the sum of the fol-

wing:

“(1) Such a portion of a tax computed at the rates speci-
fled in subdivision (a) as the part of the net income attributable
to such Government contract or contracts bears to the entire
net income. In computing such tax the excess-profits credit
gml gg war-profits credit applicable to the taxable year shall

e used ; |

“(2) Such a pertion of a tax computed at the rates specified
in subdivision (b) as the part of the met income not attribu-
table to such Gevernment contract or contracts bears to the
entire net income.

“ For the purpese of determining the part of the net income
attributable to such Government contract or contracts, the
proper apportionment and allocation of the «deductions with
respect to gross income derived from such Government contract
or contracts and from other sources, respectively, shall be deter-
mined under rules and regulations prescribed by the commis-
sioner with the approval of the Secretary.

“(d) In any case where the full amount of the excess-profits
credit is not allowed under the first bracket of subdivision (a)
or (b), by reason of the fact that such credit is in excess of 20
per cent of the invested capital, the part net so allowed shall be
deducted from the amount in the second bracket.

“(e) For the purposes of the act approved March 21, 1918,
entitled *An act to provide for the eperation of transportation
systems while under Federal control, for the just compensation
of their owners, and for other purposes,’ the tax imposed by
this title shall be treated as levied by an aet in amendment of
Title 1I of the revenue act of 1917.”

And the Senate agree to the same. i

Amendment numbered 282: That the House recede from its
disagreement to the amendmoent of the Senate mumbered 232,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following:
“the tax imposed by subdivision (a) of section 301 shall in no
case he more than 30 per cent of the amount of the net income
in excess of $3,000 and mot in excess of $20,000, plus 80 per
cent of the amount of the net income in excess of $20,000; the
tax imposed by subdivision (b) of section 301 shall in no case
be more than 20 per cent of the amount of the net income in
excess of $3,000 and not in excess of $20,000, plus 40 per cent
of the amount of the net income in excess of $20,000; and the
above limitations shall apply to the taxes computed under sub-
divisions (a) and (b) of section 301, respectively, when nsed
in subdivision (c) of that section. Nothing in this section shall
be construed in such manner as to inerease the tax impesed by
section 301 "; and the Senate agree to the same.

Amendment number 233 : That the House recede from its dis-
agreement to the amendment of the Senate numbered 233, and 4
agreée to the same with an amendment as follows: In lien of

the matter inserted by said amendment insert the following:

“ 8Eec. 303, That if part of the net income of a corporation is
derived (1) from a trade or business (or a branch of a trade
or business) in which the employment of capital is necessary,
and (2) a part (constituting not less than 30 per cent of its
total net income) is derived from a separate trade or business
(or a distinetly separate branch of the trade or business) which
if constituting the sole trade or business would bring it within
the class of * personal service corporations,’ then (under regu-
lations prescribed by the commissioner with the approval of
the Secretary) the tax upon the first part of such net income
shall be separately computed (allowing in such computation
only the same proportionate part of the credits authorized in
sections 811 and 812), and the tax upon the second part shall
be the same percentage thereof as the tax so computed upon
the first part is of such first part: Provided, That the tax upon
such second part shall in no case be less than 20 per cent
thereof, unless the tax npon the entire net income, if computed
without benefit of this section, would constitute less than 20
per cent of such entire net income, in which event the tax shall
be determined upon the entire met income, without reference to
this section, as other taxes are determined under this title.
The totnl tax computed under this section shall be subject
to the limitations provided in section 302."

And the Senate agree to the same.

Amendment numbered 234: That the House recede from its
disagreement to the amendment of the Senate numbered 234,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“Any corporation whose net income for the taxable year is less
than $3,000 shall be exempt from taxation under this title™;
and the Senatc agree to the same.

Amendment numbered 236: That the House recede from its
disagreement to the amendment of the Scnate numbered 236, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“(e) In the case of any corporation engaged in the mining of
gold, the portion of the net income derived from the mining of
gold shall be exempt from the tax impesed by this title, and the
tax on the remaining portion of the net income shall be the pro-
portion of a tax computed without the benefit of this subdivision
which such remaining portion of the net income bears to the
entire net income.”

And the Senate agree to the same.

Amendment numbered 242: That the House recede from its
disagreement to the amendment of the Senate numbered 242, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by sald amendment insert the following:

%(g) If the corporation was not in existence «uring the whole
of at least one calendar year during the prewar period, then, ex-
cept as provided in subdivision (d), the war-profits credit shall
be the sum of :

(1) A specific exemption of $3,000; and

“(2) An amount equal to the same percentage of the invested
capital of the taxpayer for the taxable year as the average per-
centage of net income to invested capital, for the prewar period,
of corporations engaged in a trade or business of the same gen-
eral class as that conducted by the taxpayer; but such amount
shall in no case be less than 10 per cent of the invested capital
of the taxpayer for the taxable year. Such average percentnge
shall be determined by the commissioner on the basis of data
contained in returns made under Title IT of the revenme act of
1917, and the average known as flie median shall be used. If
such average percentage has not been determined and published
at least 80 days prior to the time when the return of the tax-
payer is due, then for purposes of such return 10 per cent shall
be used in lien thereof ; but such average percentage when (le-
termined shall be used for the purposes of section 250 in deter-
mining the correct amount of the tax.

“(d) The war-proefits credit shall be determined in the man-
ner provided in subdivision (b) instead of in the manner pro-
vided in subdivision (c), in the case of any corporation which
was net in existence during the whole of at least one ealendar
year during the prewar period, if (1) a majority of its stock at
any time during the taxable year is owned or controlled, directly
or indirectly, by a corperation whieh was in existence during the
whole of at least one calendar year during the prewar period, or
if (2) 50 per cent or more of its gross income (as computed un-
der section 233 for income tax purposes) consists of gains,
profits, commissions, or other incoine, derived from a Govern-
ment contract or contracts made between April 6, 1917, and
November 11, 1918, both dates inclusive.”

And the Senate agree to the same.

Amendment numbered 243: That the House recede from its
disagreement to the amendment of the Senate numbered 243,
and agrec to the same with an amendment as follows: In lieu
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of the matter inserted by said amendment inzert: “e” in paren-
theses ; and the Senate agree to the same,

Amendment numbered 254: That the House recede from its
disagreement fo the amendment of the Senate numbered 254,
and agree to the same with an amendment as follows: In lien

_of the matter inserted by said amendment insert the following:
“ therefor, unless the actual cash value of such tangible prop-
erty at the time paid in is shown to the satisfaction of the
Commissioner to have been clearly and substantially in excess
of such par value, in which case such excess shall be treated as
paid-in surplus: Provided, That the commissioner shall keep a
record of all eases in which tangible property is included in
invested capital at a value in excess of the stock or shares issued
therefor, containing the name and address of each taxpayer, the
business in which engaged, the amount of invested capital and
net income shown by the return, the value of the tangible prop-
erty at the time paid in, the par value of the stock or shares
specifically issued therefor, and the amount included under this
paragraph as paid-in surplus. The commissioner shall furnish
i copy of such record and other detailed information with re-
spect to such cases when required by resolution of either House
of Congress, without regard to the restrictions contained in
section 257 " ; and the Senate agree to the same.

Amendment numbered 257: That the House recede from its
disagreement to the amendment of the Senate numbered 257,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert “25"; and
the Senate agree to the same.

Amendment numbered 259: That the House recede from its
disagreement to the amendment of the Senate numbered 259,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert “25.” And
on page 62, line 14, of the bill, after the word * lowest,” insert
it colon and the following: “ Provided, That in no case shall the
total amount included under paragraphs (4) and (5) exceed in
the aggregate 25 per cent of the par value of the total stock or
shares of the corporation outstanding at the beginning of the
taxable year ”; and the Senate agree to the same.

Amendment numbered 261: That the Housc recede from its
«disagreement to the amendment of the Senate numbered 261, and
agree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the following:
“‘a percentage thereof equal to the percentage which the amount
of inadmissible assets is of the amount of admissible and inad-
missible assets held during the taxable year™; and the Senate
agree to the same,

_Amendment numbered 263: That the House recede from its
disagreement to the amendment of the Senate numbered 263, and
agree to the same with an amendment as follows: In lien of
the matter inserted by said amendment insert the following:

“That in the following cases the tax shall be determined as
provided in section 328:

“(a) Where the commissioner is unable to determine the in-
yested eapital as provided in section 326 ;

) “(b) In the case of a foreign corporation;

“{¢) Where a mixed aggregate of tangible property and in-
tangible property has been paid in for stock or for stock and
bonds and the commissioner is unable satisfactorily to deter-
mine the respective values of the several classes of property at
the time of payment, or to distinguish the classes of property
paid in for stock and for bonds, respectively ;

“(d) Where upon application by the corporation the commis-
sioner finds and so declares of record that the tax if determined
without benefit of this section would, owing to abnormal condi-
tions affecting the capital or income of the corporation, work upon
the corporation an exceptional hardship evidenced by gross dis-
proportion between the tax computed without benefit of this sec-
tion and the tax computed by reference to the representative
corporations specified in section 828. This subdivision shall not
apply to any case (1) in which the tax (computed without benefit
of this section) is high merely because the corporation earned
within the taxable year a high rate of profit upon a normal
invested capital, nor (2) in which 50 per cent or more of the
gross income of the corporation for the taxable year (computed
under section 233 of Title IT) consists of gains, profits, commis-
sions, or other income derived on a cost-plus basis from a Gov-
ernment contract or contracts made between April 6, 1917, and
November 11, 1918, both dates inclusive.

“8Sre. 328, (a) In the cases specified in section 327 the tax
shall be the amount which bears the same ratio to the net income
of the taxpayer (in excess of the specific exemption of $3,000)
for the taxable year, as the average tax of representative cor-
porations engaged in a like-or similar trade or business, bears
to their average net income (in excess of the specific exemption
of $3,000) for such year. In the case of a foreign corporation

the tax shall be computed without deducting the specific ex-
emption of $3,000 either for the taxpayer or the representative
corporations, :

*In computing the tax under thig section.” :

And on page 65 of the bill, after line 18, insert the following:

“1In cases in which the tax is to be computed under this sec-
tion, if the tax as computed without the benefit of this section
is less than 50 per cent of the net income of the taxpayer, tha
installments ghall in the first instance be computed upon the
basis of such tax; but if the tax so computed is 50 per cent or
more of the net income, the installments shall in the first in-
stance be computed upon the basis of a tax equal to 50 per
cent of the net income. In any case, the actual ratio when
ascertained shall be used in determining the correct amount
of the tax. If the correct amount of the tax when determined
exceeds 50 per cent of the net income, any excess of the correct
installments over the amounts actually paid shall on notice and
demand be paid together with interest at the rate of one-half of
1 per cent per month on such excess from the time the install-
ment was due.”

And the Senate agree to the same.

Amendment numbered 270: That the House recede from its
disagreement to the amendment of the Senate numbered 270
and agree to the same with an amendment as follows: On page
65 of the bill, lines 22 and 23, strike out * section” and insert
“ subdivision ” ; and the Senate agree to the same,

Amendment numbered 277: That the House recede from its
disagreement to the amendment of the Senate numbered 277, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert the following:

“If such predecessor trade or business was carried on by a
partnership or individual, the net income for the prewar period
shall, under regulations prescribed by the commissioner with the
approval of the Secretary, be ascertanined and returned as nearly
as may be upon the same basis and in the same manner as
provided for corporations in Title II, including a reasonable
deduction for salary or compensation to each partner or the
individual for personal services actually rendered.

“In the case of the organization as a corporation before July
1, 1919, of any trade or business in which capital is a material
income-producing factor and which was previously owned by a
partnership or individual, the net income of such trade or busi-
ness from January 1, 1918, to the date of such reorganization
may at the option of the individual or partnership be taxed as
the net income of a corporation is taxed under Titles IT and 111
in which event the net income and invested capital of such
trade or business shall be computed as if such corporation had
been in existence on and after January 1, 1918, and the undis-
tributed profits or earnings of such trade or business shall not be
subject to the surtax imposed in section 211, but amounts dis-
tributed on or after January 1, 1918, from the earnings of such
trade or business shall be taxed to the recipients as dividends,
and all the provisions of Titles IT and III relating to corpora-
tions shall so far as practicable apply to such trade or business:
Provided, That this paragraph shall not apply to any trade or
business the net income of which for the taxable year 1918 was
less than 20 per cent of its invested capital for such year: Pro-
vided further, That any taxpayer who takes advantage of this
paragraph shall pay the tax imposed by section 1000 of this
act and by the first subdivision of section 407 of the revenue act
of 1916, as if such taxpayer had been a corporation on and after
January 1, 1918, with a capital stock having no par value.

“If any asset of the trade or business in existence both dur-
ing the taxable year and any prewar year is included in the
invested capital for the taxable year but is not included in the
invested capital for such prewar year, or is valued on a differ-
ent basis in computing the invested capital for the taxable year
and such prewar year, respectively, then under rules and regu-
lations to be prescribed by the commissioner with the approval
of the Secretary such readjustments shall be made as are neces-
sary to place the computation of the invested capital for such
prewar year on the basis employed in determining the invested
capital for the taxable year.”

And the Senate agree to the same.

Amendment numbered 282: That the House recede from its
disagreement to the amendment of the Senate numbered 282,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment, insert a colon and
the following:

“ Provided, That if such previous owner was not a corpora-
tion, then the value of any asset so transferred or received
shall be taken at its cost of acquisition (at the date when ac-
quired by such previous owner) with proper allowance for des
preciation, impairment, betterment, or development, but no ads
dition to the original cost shall be made for any charge or exs
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penditure deducted as expense or otherwise on or after March
1, 1913, in computing the net income of such previous owner
for purposes of taxation.”

And the Senate agree to the same.

Amendment numbered 285: That the House recede from its
disagreement to the amendment of the Senate numbered 285,
and agree to the same with an amendment as follows: In lieu of
the matter inserted by sald amendment insert the following:

(1) the same proportion of a tax for the entire period com-
puted under Title IT of the revenue act of 1917 which the portion
of such period falling within the calendar year 1917 is of the
entire period, and (2) the same proportion of a tax for the
entire period computed under this title at the rates specified in
subdivision (a) of section 301 whieh the portion of such period
falling within the ealendar year 1918 is of the entire period.
Any amount heretofore or hereafter paid on aceount of the tax
imposed for such fiscal year by Title II of the revenue act of
1917 shall be credited toward the payment of the tax imposed
for such fiseal year by this title, and if the amount so paid
exceeds the amount of the tax imposed by this title, the excess
shall be credited or refunded to the corporation in accordance
with the provisions of section 252.

“(b) If a corporation makes return for a fiscal year beginning
in 1918 and ending in 1919, the tax for such fiseal year under
this title shall be the sum of (1) the same proportion of a tax for
the entire period computed under subdivision (an) of section 301
which the portion of such period falling within the ealendar
year 1918 is of the entire period, and (2) the same proportion
of a tax for the entire period computed under subdivision (b)
or (e¢) of section 301 which the portion of such period falling
within the calendar year 1019 is of the entire period.

“{c) If a partnership or n personal service corporation makes
return for a fiscal year beginning in 1917 and ending in 1918, it
shall pay the same proportion of a tax for the entire period
computed under Title IT of the revenue act of 1917 which the
portion of such period falling within the ealendar year 1917 is
of the entire period.

“Any tax paid by a partuership or personal service corporation
for any period beginning on or after January 1, 1918, shall be
immediately refunded to the partnership or corporation as a tax
erroneously or illemally collected.”

And on page 67. line 5, of the bill, after “ corporation” insert
the following inclosed in parentheses: “0ther than a personal
serviee corporation.”

And the Senate agree to the same. i

Amendmenr numbered 289: That the House recede from its
disagreement to the amendment of the Senate numbered 289,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:

TITLE 1IV.—ESTATE TAX.

“ Sec. 400. That when used in this title—

“The term ® executor ’ means the executor or administrator of
‘the decedent, or, if there is no executor or administrator, any
pet('lson who takes possession of any property of the decedent;
an

“The term °collector ' means the collector of internal revenue
of the distriet in which was the domicile of the decedent at the
time of his death, or, if there was no such domicile in the United
States, then the collector of the district in which is situated the
part of the gross estate of the decedent in the United States,
or, if such part of the gross estate is situated in more than one
district, then the collector of internal revenune of such district
as may be designated by the commissioner,

* Skc, 401. That (in lien of the tax imposed by Title IT of the
revenue act of 1916, as amended, and in lieu of the tax imposed
by Title IX of the revenue act of 1917) a tax equal to the sum of
the following percentages of the value of the net estate (deter-
mined as provided in section 403) is hereby imposed upon the
transfer of the net estate of every decedent dying after the
passage of this act, whether a resident or nonresident of the
United States:

“1 per cent of the amount of the net estate not in excess of
$50.000;

* 2 per cent of the amount by which the net estate exceeds
$50,000 and does not exceed $150,000;

“3 per cent of the amount by which the net estate exceeds
$150,000 and does not exceed $250,000;

*“4 per cent of the amount by which the net estale excecds
$250,000 and does not exceed $450,000;

“G per cent of the amount by \\luch the net estate excecds
$450,000 and does not exceed $750,000;

“S per cent of the amount by \\hlch the net estate exceeds
$750,000 and does not exceed $1,000,000 ;

* 10 per cent of the amount by wh[ch the net estate exceeds
$1,000,000 and does not exceed $1,500,000;

* 12 per cent of the amount by which the net estate
$1,500,000 and does not exceed $2,000,000;

*14 per cent of the amount by which the net estate
$2,000,000 and does not exceed $3,000,000;

“16 per cent of the amount by which the net estate
$£3,000,000 and does not exceed $4,000,000;

“18 per cent of the amount by which the net estate
$4,000,000 and does not exceed $5,000,000 ;

“ 20 per ecent of the amount by which the net estate
$5,000,000 and does not exceed $8,000,000;

*22 per cent of the amount by which the net estate
$8,000,000 and does not exceed $10,000,000; and

# 25 per cent of the amount by which the net estate
$10,000,000.

“ The taxes imposed by this title or by Title II of the revenue
act of 1916 (as amended by the act entitled *An act to provide
increased revenue to defray the expenses of the increased ap-
propriations for the Army and Navy and the extensions of forti-
fications, and for other purposes,’ approved Mar, 3, 1917) or by
Title IX of the revenue act of 1917, shall not apply to the trans-
fer of the net estate of any decedent- who has died or may die
while serving in the military or naval foreces of the United States
in the present war or from injuries received or disease con-
tracted while in such service, and any such tax collected upon
such transfer shall be refunded to the executor.

“ Sec. 402, That the value of the gross estate of the decedent
shall be determined by including the value at the time of his
death of all property, real or personal, tangible or intangible,
wherever situated—

“(a) To the extent of the interest therein of the decedent at
the time of his death which after his death is subject to the
payment of the charges against his estate and the expenses of
its administration and is subjeet to distribution as part of his
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estate ;

“(b) To the extent of any interest therein of the surviving
spouse, existing at the time of the decedent’s death as dower,
courtesy, or by virtue of a statute creating an estate in lieu of
dower or courtesy;

“(ec) To the extent of any interest therein of which the de-
cedent has at any time made a transfer, or with respect to
which he has at any time created a trust, in contemplation of
or intended to take effect in possession or enjoyment at or after
his death (whether such transfer or trust is made or created
before or after the passage of this act), except in case of a bona
fide sale for a fair consideration in money or money's worth.
Any transfer of a material part of his property in the nature
of a final dispesition or distribution thereof, made by the dece-
dent within two years prior to his death without such a con-
sideration, shall, unless shown to the contrary, be deemed to
have been made in contemplation of death within the meaning

-of this title;

“#{d) To the extent of the interest thercin held jointly or as
tenants in the entirety by the decedent and any other person,
or deposited in banks or other institutions in their joint names
and payable to either or the survivor, except such part thereof as
may be shown to have originally belonged to such other person
and never to have belonged to the decedent;

“{e) To the extent of any property passing under a general
power of appointment exercised by the decedent (1) by will,
or (2) by deed executed in contemplation of, or intended to take
effect in possession or enjoyment at or after, his death, except
in case of a bona fide sale for a fair consideration in money or
money’s worth ; and

“(f) To the extent of the amount receivable by the executor
as insurance under policies taken out by the decedent upen his
own life; and to the extent of the excess over $40,000 of the
amount receivable by all other beneficiaries as insurance under
policies taken out by the decedent upon his own life,

“ Sec. 403. That for the purpose of the tax the value of the
net estate shall be determined—

“(a) In the case of a resident, by deducting from the value
of the gross estate—

“(1) Such amounts for funeral expenses, administration ex-
penses, claims against the estate, unpaid mertgages, losses in-
curred during the settlement of the estate arising from fires,
storms, shipwreck, or other casualty, or from theft, when such
losses are not compensated for by insurance or otherwise, and
such amounts reasonably required and actually expended for the
support during the settlement of the estate of those dependent
upon the decedent, as are allowed by the laws of the jurisdie-
tion, whether within or without the United States, under which
the cstate is belng administered, but not including any income
taxes upon income received after the death of the decedent, or
any estate, succession, legacy, or inheritance taxes;

“(2) An amount equal to the value at the time of the decedent's
death of any property, real, personal, or mixed, which can be
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jdentified as having been received by the decedent as a share
in the estate of any person who died within five years prior to
the death of the decedent, or which can be identified as having
been acquired by the decedent in exchange for property so re-
ceived, if an estate tax under the revenue act of 1917 or under
this act was collected from such estate, and if such property as
included in the decedent’s gross estate;

“(3) The amount of all bequests, legacies, devises, or gifts, to
or for the use of the United States, any State, Territory, any
political subdivision thereof, or the District of Columbia, for
exclusively public purposes, or to or for the use of any corpora-
tlon organized and operated exclusively for religious, charitable,
scientifie, literary, or educational purposes, including the en-
couragement of art and the prevention of cruelty to children
or animals, no part of the net earnings of which inures to the
benefit of any private stockholder or individual, or to a trustee
or trustees exclusively for such religious, charitable, scientifie,
literary, or educational purposes. This deduction sghall be made
in case of the estates of all decedents who have died since De-
cember 31, 1917; and
¢ “(4) An exemption of $50,000;

! #“(b) In the case of a nonresident, by deducting from the
value of that part of his gross estate which at the time of his
death is situated in the United States—

“(1) That proportion of the deductions specified in paragraph
‘(1) of subdivision (a) of this section which the value of such
part bears to the value of his entire gross estate, wherever
gituated, but in no case shall the amount so deducted exceed
10 per cent of the value of that part of his gross estate which
at the time of his death is situated in the United States;

“(2) An amount equal to the value at the time of the de-
cedent’s death of any property, real, personal, or mixed, which
can be identified as having been received by the decedent as a
sghare in the estate of any person who died within five years
prior to the death of the decedent, or which can be identified
as having been acquired by the decedent in exchange for prop-
erty so received, if an estate tax under the revenue act of 1917
or under this act was collected from such estate, and if such
property is included in that part of the decedent’'s gross estate
which at the time of his death is situated in the United States;
and

“(3) The amount of all bequests, legacies, devises, or gifts,
1o or for the use of the United States, any State, Territory, any
political subdivision thereof, or the District of Jolumbia, for
exclusively public purposes, or to or for the use of any donestic
corporation organized and operated exclusively for religious,
charitable, scientific, literary, or educational purposes, including
the encouragement of art and the prevention of cruelty to chil-
dren or animals, no part of the net earnings of which inures
to the benefit of any private stockholder or individual, or to a
trustee or trustees exclusively for such religious, charitable,
scientifie, literary, or educational purposes within the United
States. This deduction shall be made in case of the estates
of all decedents who have died since December 31, 1917; and
;  *No deduction shall be allowed in the case of a nonresident
unless the executor includes in the return requircd to be filed
under section 404 the value at the time of his death of that
part of the gross estate of the nonresident not situated in the
United States.

“ For the purpose of this title stock in a domestic corpora-
tion owned and held by a nonresident decedent, and the amount
receivable as insurance upon the life of a nonresident decedent
where the insurer is a domestic corporation, shall be deemed
property within the United States, and any property of which
the decedent has made a transfer or with respect to which he
-has created a trust, within the meaning of subdivigion (¢) of
section 402, shall be deemed to be situated in the United States,
if so situated either at the time of the transfer or the creation
of the trust, or at the time of the decedent’s death.

“In the case of any estate in respect to which the tax under
existing law has been paid, if necessary to allow the benefit of
the deduction under paragraph (3) of subdivision (a) or (b)
the tax shall be redetermined and any excess of tax paid shall
be refunded to the executor.

“ Sec. 404. That the executor, within G0 days after qualifying
as such, or after coming into possession of any property of the
decedent, whichever event first occurs, shall give written notice
thereof to the collector. The executor shall also, at such times
and in such manner as may be required by regulations made
pursuant to law, file with the ecollector a return under oath in
duplicate, setting forth (a) the value of the gross estate of
the decedent at the time of his death, or, in ease of a non-
resident, of that part of his gross estate situated in the United
States; () the deductions allowed under section 403; (¢) the
value of the net estate of the decedent as defined in section

408; and (d) the tax paid or payable thereon; or such part of
such information as may at the time be ascertainable and such
g:gplemental data as may be necessary to establish the correet

“ Return shall be made in all cases where the gross estate
at the death of the decedent exceeds $50,000, and in the case of
the estate of every nonresident any part of whose gross estate
is situated in the United States. If the executor is unable to
make a complete return as to any part of the gross estate of
the decedent, he shall include in his return a description of suehl
part and the name of every person holding a legal or beneficial
interest therein, and upon notice from the collector such person
shall in like manner make a return as to such part of the
gross estate. The commissioner shall make all assessments of
the tax under the authority of existing administrative special
and general provisions of law relating to the assessment and
collection of taxes. *

“ Sgc, 405. That if no administration is granted upon the
estate of a decedent, or if no return is filed as provided in
section 404, or If a return contains a false or incorrect state-
ment of a material fact, the collector or deputy collector shall
make a return and the commissioner shall assess the tax
thereon.

“ Sec. 406, That the tax shall be due one year after the de-,
cedent’s death; but in any case where the commissioner finds
that payment of the tax within one year after the decedent’s
death would impose undue hardship upon the estate he may,
grant an extension of time for the payment of the tax for a
period not to exceed three years from the due date. If the|
tax is not paid within one year and 180 days after the de-
cedent’'s death, interest at the rate of 6 per cent per annum
from the expiration of one year after the decedent’s death shall
be added as part of the tax, |

‘“ SEc. 407. That the executor shall pay the tax to the collec-,
tor or deputy collector. If the amount of the tax can not be
determined, the payment of a sum of money sufficient, in the
opinion of the collector, to discharge the tax shall be deemed
payment in full of the tax, except as in this section otherwise
provided. If the amount so paid exceeds the amount of the tax
as finally determined, the commissioner shall refund such excess
to the executor. If the amount of the tax as finally determined
exceeds the amount so paid, the collector shall notify the execu-
tor of the amount of such excess and demand payment thereof.
If such excess part of the tax is not paid within 30 days after
such notification, interest shall be added thereto at the rate of
10 per cent per annum from the expiration of such 30 days’
period until paid, and the amount of such excess shall be a lien
upon the entire gross estate, except such part thereof as may
have been sold to a bona fide purchaser for a fair consideration
in money or money’'s worth.

“The collector shall grant to the person paying the tax dupli-
cate receipts, either of which shall be sufficient evidence of such
payment and shall entitle the executor to be credited and
allowed the amount thereof by any court having jurisdiction to
audit or settle his accounts.

“ Sgc. 408. That if the tax herein imposed is not paid within 180
days after it is due, the collector shall, unless there is reasonable
eause for further delay, proceed to collect the tax under the pro-
visions of general law or commence appropriate proceedings in
any court of the United States, in the name of the United
States, to subject the property of the decedent to be sold under
the judgment or decree of the court. From the proceeds of such
sale the amount of the tax, together with the costs and expenses
of every description to be allowed by the court, shall be first
paid, and the balance shall be deposited according to the order
of the court to be paid under its direction to the person entitled
thereto.

“If the tax or any part thereof is paid by, or collected out of
that part of the estate passing to or in the possession of, any
person other than the executor in his capacity as such, such
person shall be entitled to reimbursement out of any part of the
estate still undistributed or by a just and equitable contribution
by the persons whose interest in {he estate of the decedent would
have been reduced if the tax had been paid before the distribu-
tion of the estate or whoge interest is subject to equal or prior
linbility for the payment of taxes, debts, or other charges
against the estate, it being the purpose and intent of this title
that so far as is practicable and unless otherwise directed by,
the will of the decedent the tax shall be paid out of the estate
before its distribution. If any part of the gross estate consists
o* proceeds of policies of insurance upon the life of the decedent
receivable by a beneficiary other than the executor, the executor
shall be entitled to recover from such beneficiary such portion
of the total tax paid as the proceeds, in excess of $40,000, of
such policies bear to the net estate. If there is more than one
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such beneficiary, the executor shall be entitled to recover from
such beneficiaries in the same ratio.

* Sgc. 409. That unless the tax is sooner paid in full, it shall
be a lien for 10 years upon the gross estate of the decedent, ex-
cept that such part of the gross estate as is used for the pay-
ment of charges against the estate and expenses of its adminis-
iration, aHowed by any court having jurisdiction thereof, shall
he divested of such lien. If the commissioner is satisfied that
the tax liability of an estate has been fully discharged or pro-
~vided for, he may, under regulations preseribed by him with the
approval of the Secretary, issue his certificate releasing any or
all property of such estate from the lien herein imposed.

“If (a) the decedent makes a transfer of, or creates a trust
with respect to, any property in contemplation of or intended
to take effect in possession or enjoyment at or after his death
{except in the case of a bona fide sale for a fair consideration
in money or money’s worth) or (b) if insurance passes under a
eontract executed by the decedent in favor of a specific bene-
ficiary, and if in either case the tax in respect thereto is not
paid when due, then the transferee, trustee, or beneficiary shall
be personally liable for such tax, and such property, to the
extent of the decedent’s interest therein at the time of such
transfer, or to the extent of such beneficiary’s interest under
such contract of insurance, shall be subject to a like lien equal
to the amount of such tax. Any part of such property sold by
such transferee or trustee to a bona fide purchaser for a fair
consideration in money or money’s worth shall be divested of
ihe lien and a like lien shall then attach to all the property of
such transferee or trustee, except any part sold to a bona fide
purchaser for a fair consideration in money or money's worth.

“Sec. 410. That whoever knowingly makes any false state-
ment in any notice or return required to be filed under this
~ itle shall be liable to a penalty of not exceeding $5,000, or im-
prisonment not exeeeding one year, or both.

*“Whoever fails to comply with any duty imposed upon him
by section 404, or, having in his possession or control any
record, file, or paper, containing or supposed to contain any
information concerning the estate of the decedent, or, having
in his possession or control any property comprised in the gross
cstate of the decedent, fails to exhibit the same upon request
to the commissioner or any collector or law officer of the United
States, or his duly authorized deputy or agent, who desires to
examine the same in the performance of his duties under this
title, shall be liable to a penalty of not exceeding $500, to be
recovered, with costs of suif, in a eivil action in the name of
the United States.”

And the Senate agree to the same.

Amendment numbered 292: That the House recede from its
disagreement to the amendment of the Senate numbered 292,
and agree to the same with an amendizent as follows: In lieu
of the matter inserted by said amendment insert a colon and the
following :

“Provided, That where such water transportation lines are in
competition between American ports with foreign water trans-
portation lines from adjacent foreign ports, the tax imposed
under this subdivision on amounis paid for water transportation
between American ports shall not exceed the amount of the
transportation tax to which such foreign water transportation
Iines, are subjected by their government corresponding to this
tax.’

And the Senate agree to the same.

Amendment numbered 207: That the ITouse recede from its
disagreement to the amendment of the Senate numbered 297,
and agree to the same with an amendment as follows: Omit the
matter inserted by said amendment and restore the matfer
stricken out by said amendment and at the end therecof insert
the following new paragraph:

“The tax shall, without assessment by the commissioner or
notice from the collector, be due and payable to the collector
at the time so fixed for filling the return. If the tax is not paid
when due, there shall be added as part of the tax a penalty of 5
per cent, together with interest at the rate of 1 per cent for each
full month, from the time when the tax became due.”
~ And on page 85, line 19 of the bill, strike out * November 1,
1018 and insert “April 1, 1919.”

And on page 86, line 16 of the bill, insert after “ policy " a
colon and the following:

“And provided further, That on all policies covering life,
health, and aceident insurance combined in one policy by which
a life is insured not in excess of 8500, issued on the industrial,
or weekly or monthly payment plun of insurance, the tax shall
e 40 per cent of the amount of the first weekly premium or 20
per cent of the nmount of the first monthly premium, as the case
may be”

And the Senate agree to the same,

Amendment numbered 312: That the House recede from its
disagreement to the amendment of the Senate numbered 312,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following:
‘“of $3.20 (if intended for sale for beverage purposes or for use
in the manufacture or production of any article used or in-
tended for use as a beverage) on each proof gallon, and a pro-
portionate tax at a like rate on all fractional parts of such
proof gallon ”; and the Senate agree to the same.

Amendment numbered 325: That the House recede from its
disagreement to the amendment of the Senate numbered 3235,
and agree to the same with an amendment as follows: On page
92, line 9, of the Senate engrossed amendments sirike out * of
fermentation ™ ; and the Senate agree to the same.

Amendment numbered 341: That the House recede from its
disagreement to the amendment of the Senate numbered 341,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert “$6™; and
the Senate agree to the same.

Amendment numbered 345: That the House recede from its
disagreement to the amendment of the Senate numbered 343,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert *$37; and
the Senate agree to the same.

Amendment numbered 357: That the House recede from its
disagreement to the amendment of the Senate numbered 357,
and agree to the same with an amendment as follows: On page
05, line 14, of the Senate engrossed amendment strike out “ of ”
and insert “ entitled ‘An act to provide revenue, equalize duties,
and encourage the industries of the United States, and for other
purposes,’” approved ”; and the Senate agree to the same.

Amendment numbered 367: That the House recede from its
disagreement to the amendment of the Senate numbered 367,
and agree to the same with an amendment as follows: In lien
of the matter inserted by =aid amendment insert *“ 1} cenis”;
and the Senate agree to the same.

Amendment numbered 368: That the House recede from its
disagreement to the amendment of the Senate numbered 368,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert a comma and
the following: * societies for the prevention of eruelty to child-
ren or animals, or exclusively to ihe benefit of organizations
conducted for the sole purpose of maintaining symphony or-
chestras and receiving substantial support from voluntary con-
tributions, none of the profits of which are distributed to mem-
bers of such organizations ”; and the Senate agree to the same.

Amendment numbered 369: That the House recede from its
disagreement to the amendment of the Senate numbered 369,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert “April 1,
1919 " and a commna ; and the Senate agree to the same.

Amendment numbered 375: That the House recede from its
disagreement to the amendment of the Senate numbered 375,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“Automobile trucks and automobile wagons (including tires,
inner tubes, parts, and accessories therefor, sold on or in con-
nection therewith or with the snle thereof)™ and a comma, and
on page 127, line 7, of the bill, strike out the figure “5" and
insert the figure * 3" ; and the Senate agree to the same. ;

Amendment numbered 376: That the House recede from its
disagreement to the amendment of the Senate numbered 376,
and agree to the same with an mmendment as follows: In lieu
of the matter stricken out by said amendment insert the follow-
ing: "“Other automobiles and motorcyeles (including tires,
inner tubes, parts, and accessories therefor, sold on or in con-
nection therewith or with the sale thereof), except tractors, 5
per cent " and a semicolon ; and the Senate agree to the same.

Amendment numbered 387: That the House recede from its
disagreement to the amendment of the Senate numbered 387,
and agree to the same with an amendment as follows: In lien
of the matter inserted by sald amendment insert the figure “ 35"
in parentheses; and the Senate agree to the same.

Amendment numbered 391: That the House recede from its
disagreement to the amendment cf the Senate numbered 391,
and agree to the same with an amendment as follows: In lleu
of the matter inserted by said amendment insert the figure “ G
in parentheses; and the Senate agree to the same.

Amendment numbered 393: That the House recede from its
disagreement to the amendment of the Senate numbered 393,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by sald amendment insert the figure “7”
in parentheses; and the Senate ngree to the same.

Amendment numbered 395: That the House recede from its
disagreement to the amendment of the Senate numbered 399,
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and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the fignre “87
in parentheses; and the Senate agree to the same.

Amendment numbered 397: That the House recede from
its disagreement to the amendment of the Senate numbered
397, and agree to the same with an amendment as follows: In
‘lieu of the matter inserted by said amendment insert the figure
“#9" in parentheses; and the Senate agree to the same.

Amendment numbered 399: That the House recede from
its disagreement to the amendment of the Senate numbered
399, and agree to the same with an amendment as follows: In
lien of the matter inserted by said amendment insert the figures
“ 10" in parentheses; and the Senate agree to the same,

Amendment numbered 404: That the House recede from
its disagreement to the amendment of the Senate numbered
404, and agree to the same with an amendment as follows: In
lieu of the matter inserted by said amendment insert the fol-
lowing: “(11) Hunting and .bowie knives, 10 per centum " and
a semicolon; and the Senate agree to the same.

Amendment numbered 414: That the House recede from
its disagreement to the amendment of the Senate numbered
414, and agree to the same with an amendment as follows: In
lieu of the matter inserted by said amendment insert “15" in
parentheses ; and the Senate agree to the same.

Amendment numbered 417: That the House recede from
its disagreement to the amendment of the Senate numbered
417, and agree to the same with an amendment as follows: In
lieu of the matter inserted by said amendment insert “16" in
parentheses, and the Senate agree to the same. p
__ Amendment numbered 418: That the House recede from iis
disagreement to the amendment of the Senate numbered 418, and
agree to the same with an amendment as follows: On page 129,
line 13, of the bill strike out the words * weighing or” and on
page 129, line 14 of the bill, after the word “ centum ™ insert a
comma and the following: * and automatic slot-device weighing
machines, 10 per centum " ; and the Senate agree to the same.

Amendment numbered 420: That the House recede from its
disagreement to the amendment of the Senate numbered 420, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert 17" in parentheses;
and the Senate agree to the same.

Amendment numbered 421: That the House recede from its
disagreement to the amendment of the Senate numbered 421, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert “ 18" in parentheses;
and the Senate agree to the same,

Amendment numbered 424: That the House recede from its
disagreement to the amendment of the Senate numbered 424, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert *(19) Articles made
of fur on the hide or pelt, or of which any such fur is the com-
ponent material of chief valne, 10 per centum ” and a semicolon ;
and the Senate agree to the same.

Amendment numbered 425: That the House recede from its
disagreement to the amendment of the Senate numbered 425, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said amendment insert “ 20 ™ in parentheses;
and the Senate agree to the same.

Amendment numbered 426: That the House recede from iis
disagreement to the amendment of the Senate numbered 426,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“ not designed for trade, fishing, or national defense ”; and the
Senate agree to the same,

Amendment numbered 428: That the House recede from its
disagreement to the amendment of the Senate numbered 428,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert “ 21" in paren-
theses; and the Senate agree to the same.

Amendment numbered 446: That the House recede from its
disagreement to the amendment of the Senate numbered 446,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following :
“This section shall not apply to the sale of any such article to
an educational institution or publie art museum™; and the
Senate agree to the same,

Amendment numbered 454: That the House recede from its
disagreement to the amendment of the Senate numbered 454,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“ by or for a dealer or his estate”; and the Senate agree to the
same.

Amendment numbered 467: That the House recede from its
disngreement to the amendment of the Senate numbered 467,

and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“or (2) to any article made of fur on the hide or pelt, or of
which any such fur is the component material of chief value™
and a comma ; and the Senate ngree to the same.

Amendment numbered 469: That the House recede from its
disagreement to the amendment of the Senate numbered 409,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert “(17) or
{18)”; and the Senate agree to the same.

Amendment numbered 474: That the House recede from its
disagreement to the amendment of the Senate numbered 474,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said nmendment insert the following:
“by or for a dealer or his estate ”; and the Senafte agree to the
same.

Amendment numbered 480: That the House recede from its
disagreement to the amendment of the Senate numbered 480,
and agree to the same with an amendment as follows: On
page 180 of the bill, after line 2, insert the following: “(6) This
section shall not apply to any tax imposed by section 9067;
and the Senate agree to the same.

Amendment numbered 484: That the House recede from its
disagreement to the amendment of the Senate numbered 484,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert the following:
“ by or for a dealer or his estate " ; and the Senate agree to the
same.

Amendment numbered 485: That the House recede from ita
disagreement to the amendment of the Senate numbered 4835,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert a colon and
the following :

“Provided, That the provisions of this section shall not apply |
to the sale of vaccines and bacterines which are not advertised
to the general lay public, nor to the sale by a physician In per-
sonal attendance upon a patient of medicinal preparations not
so advertised.”

And the Senate agree to the same.

Amendment numbered 492: That the House recede from its
disagreement to the amendment of the Senate mumbered 492,
and agree to the same with an amendment as follows: In len
of the matter inserted by said amendment insert a period and
the following: * The taxes imposed by this section shall apply to
mutual insurance companies, and in the case of every such do-
mestie company the tax shall be equivalent to $1 for each $1,000
of the excess over $5,000 of the sum of its surplus or contingent
reserves maintained for the general use of the business and any
reserves the net additions to which are included in net income
under the provisions of Title 11, as of the close of the preceding
accounting period used by such company for purposes of making
its income tax return: Provided, That in the case of a foreign
mutual insurance company the tax shall be equivalent to $1 for
each $1.000 of the same proportion of the sum of such surplus
and reserves, which the reserve fund upon business transacted
within the United States is of the total reserve upon all business
transacted, as of the close of the preceding accounting period
used by such company for purposes of making its income tax
return " ; and the Senate agree to the same.

Amendment numbered 495: That the House recede from its
disagreement to the amendment of the Senate numbered 495,
and agree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the figures
“$50” ; and the Senate agree to the same.

Amendment numbered 523 : That the House recede from its dis-
agreement to the amendment of the Senate numbered 523, and
agree to the same with an amendment as follows: On page
129 of the bill, at the end of line 14 and before the semicolon
inserted by Senate amendment numbered 419, insert the fol-
lowing: “in the case of a vending machine, and 10 per cent
of its fair market value in the case of a weighing machine” ;
and the Senate agree to the same.

Amendment numbered 526: That the House recede from its
disagreement to the amendment of the Senate numbered 526,
and agree to the same with an amendment as follows: In
lieu of the matter inserted by said amendment insert “ or before
July 1 of each year” ; and the Senate agree to the same.

Amendment sumbered 535: That the House recede from its
disagreement to the amendment of the Senate numbered G35,
and agree to the same with an amendment as follows: In lieu of
the matter inserted by said amendment insert the following:

“ Sec. 1007. That section 6 of such act of December 17, 1914,
is herehy amended to read as follows:

“fSec, G. That the provisions of this aect shall not be con-
strued to apply to the manufacture, sale, distribution, giving
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away, dispensing, or possession of preparations aud remedies
which do not contain more than 2 grains of opium, or more than
one-fourth of a grain of morphine, or more than one-eighth of a
grain of heroin, or more than 1 grain of codeine, or any salt or
derivative of any of them in 1 fluid ounce, or, if a solid or semi-
solid preparation, in 1 avoirdupois ounce; or to liniments, oint-
ments, or other preparations which are prepared for external
use only, except liniments, ointments, and other preparations
which contain cocaine or any of its salts or alpha or beta eucaine
or any of their salts or any synthetic substitute for them:
Provided, That such remedies and preparations are manufac-
tured, sold, distributed, given away, dispensed, or possessed as
medicines and not for the purpose of evading the intentions and
provisions of this act: Provided fwrther, That any manufac-
turer, producer, compounder, or vendor (including dispensing
physicians) of the preparations and remedies mentioned in this
section shall keep a record of all sales, exchanges, or gifts of
such preparations and remedies in such manner as the Commis-
sioner of Internal Revenue, with the approval of the Secretary
of the Treasury, shall direct. Such record shall be preserved
for a period of two years in such a way as to be readily acces-
sible to inspection by any officer, agent, or employee of the
Treasury Department duly authorized for that purpose, and
the State, Territorial, District, municipal, and insular officers
named in section 5 of this act, and every such person so posses-
sing or disposing of such preparations and remedies shall reg-
ister as required in section 1 of this act, and, if he is not paying
a tax under this act, he shall pay a special tax of $1 for each
vear, or fractional part thereof, in which he is engaged in such
occupation, to the collector of internal revenue of the district
in which he carries on such occupation as provided in this act.
The provisions of this act as amended shall not apply to deco-
cainized coca leaves or preparations made therefrom, or to other
preparations of coca leaves which do not contain cocaine?

And the Senate agree to the same.

Amendment numbered 542: That the House recede from its
disagreement to the amendment of the Senate numbered 542, and
agree to the same with an amendment as follows: In lieu of the
matter stricken out by said amendment inserf a colon and the
following: “Provided, That where a premium is charged for the
issnance, execution, renewal or continuance of such bond the
tax shall be 1 cent on each dollar or fractional part thereof of
the premium chiarged : Provided further, That policies of reinsur-
ance shall be exempt from the tax imposed by this subdivision ; *
and the Senate agree to the same.

Amendment numbered 544: That the House recede from its
disagreement to the amendment of the Senate numbered 544, and
agree to the same with an amendment as follows: On page 118,
line 1, of the Senate engrossed amendments strike out * 5" and
insert “3"”; and on page 85, line 24, of the bill, before the
comma insert the following inclosed in parenthesis: * except
those taxable under subdivision 15 of Schedule A of Title XI7;
and the Senate agree to the same.

Amendment numbered 548: That the House recede from its
disagreement to the amendment of the Senate numbered 548, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by said anmendment insert * furniture” and a
comma ; and the Senate agree to the same.

Amendment numbered 550: That the House recede from its
disagreement to the amendment of the Senate numbered 550, and
agree to the same with an amendment as follows: Omit the mat-
ter inserted by said amendment and on page 173, after line 9 of
the bill, insert the following:

“(d) (1) There is hereby created a board to be known as the
*Advisory Tax Board,” hereinafter called the board, and to be
composed of not to exceed six members to be appointed by the
commissioner with the approval of the Secretary. The board
shall cease to exist at the expiration of two years after the pas-
sage of this act, or at such earlier time as the commissioner
with the approval of the Secretary may designate.

“ Vacancies in the membership of the board shall be filled in
the same manner as an original appointment. Any member shall
be subjeect to removal by the commissioner with the approval of
the Secretary. The commissioner with the approval of the See-
retary shall designate the chairman of the board. Each mem-
ber shall receive an annual salary of $9,000, payable monthly,
together with actual necessary expenses when absent from the
District of Columbia on official business.

*“(2) The commissioner may, and cn the request of any tax-
payer directly interested shall, submit ‘o the board any ques-
tion relating to the interpretation or administration of the in-
come, war-profits or excess-profits tax laws, and the board shall
report its findings and recommendations to the commissioner.

“(3) The board shall have its office in the Bureau of Internal
IRevenue in the District of Columbia. The expenses and salaries
of members of the board shall be audited, allowed, and paid out

of appropriations for collecting internal revenue, in the same
manner as expenses and salaries of employees of the Bureau of
Internal Revenue are audited, allowed, and paid.

“(4) The board shall have the power to summon witnesses,
take testimony, administer oaths, and to require any person to
produce books, papers, documents, or other data relating to any,
matter under investigation by the board. Any member of the
board may sign subpoenas and members and employees of the
Bureau of Internal Revenue designated to assist the board,
when authorized by the board, may administer oaths, examine
witnesses, take testimony, and receive evidence.”

And the Senate agree to the same,

Amendment numbered 561: That the House recede from its
disagreement to the amendment of the Senate numbered 561,
and agree to the same with an amendment as follows: On page
128, line 17, and again on page 129, line 7, of the Senate en-
grossed amendments strike out the word * Titles” and insert
the word “ Title” ; and the Senate agree to the same.

Amendment numbered 569: That the House recede from its
disagreement to the amendment of the Senate numbered 569,
and agree to the same with an amendment as follows: In lien of
the matter inserted by said amendment insert the following:

“(e) That the paragraph of section 3689 of the Revised Stat-
utes, as amended, reading as follows: ‘ Refunding taxes illegally
collected (internal revenue): To refund and pay back duties
erroneously or illegally assessed or collected under the internal-
revenue laws,’ is repealed from and after June 30, 1920; and
the Secretary of the Treasury shall submit for the fiscal year
1921, and annually thereafter, an estimate of appropriations to
refund and pay back duties or taxes erroneously or illegally,
assessed or collected under the internal-revenue laws, and to
pay judgments, including interest and costs, rendered for taxes
or penalties erroneously or illegally assessed or collected under
the internal-revenue laws.”

And the Senate agree to the same.

Amendment numbered 578: That the House recede from its
disagreement to the amendment of the Senate numbered 578,
and agree to the same with an amendment as follows: On page
132, line 11 of the Senate engrossed amendments, after the word
“ States,” insert the following: “ at the instance of the United
States " ; and the Senate agree to the same.

Amendment numbered 581: That the House recede from its
disagreement to the amendment of the Senate numbered 581,
and agree to the same with an amendment as follows: On page
133, line 7, of the Senate engrossed amendments, strike out the
parenthesis, and also in line 8 of said page strike out the paren-
thesis; and the Senate agree to the same.

Amendment numbered 595: That the House recede from its
disagreement to the amendment of the Senate numbered 595,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert *“1402";
and the Senate agree to the same.

Amendment numbered 596: That the House recede from its
disagreement to the amendment of the Senate numbered 596,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert “1403"; and
the Senate agree to the same.

Amendment numbered 397: That the House recede from its
disagreement to the amendment of the Senate numbered 597,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert “ 1404 "; and
the Senate agree to the same.

Amendment numbered 598: That the House recede from its
disagreement to the amendment of the Senate numbered 598,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert * 14053 ; and
the Senate agree to the same.

Amendment numbered 599: That the House recede from its
disagreement to the amendment of the Senate numbered 599,
and agree to the same with an amendment as follows: In lieu
of the matter inserted by said amendment insert the following:

“ Skc. 1406. That all persons serving in the military or naval
forces of the United States during the present war who have,
sinee April 6, 1917, resigned or been discharged under honorable
conditions (or, in the case of reservists, been placed on inactive
duty), or who at any time hereafter (but not later than the
termination of the current enlistment or term of service) in
the case of the enlisted personnel and female nurses, or within
one year after the termination of the present war in the case of
officers, may resign or be discharged under honorable condi-
tions (or, in the case of reservists, be placed on inactive duty),

shall be paid in addition to all other amounts due them in
pursuance of law, $60 each.
“This mmount shall not be paid (1) to any person who

though appointed or inducted into the military or naval forces
on or prior to November 11, 1918, had not reported for duty at
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his station on or prior to such date; or (2) to any person who
has already received one month’s pay under the provisions of
section 9 of the act entitled "An act to authorize the President
to increase temporarily the Military Establishment of the United
States,' approved May 18, 1917; or (3) to any person who is
sentitled to retired pay; or (4) to the heirs or legal representa-
tives of any person entitled to any payment under this section
who has died or may die bLefore receiving such payment, In
the case of any person who subsequent to separation from the
service as above specified hns been appointed or inducted into
the military or naval forces of the United States and has been
or is again separated from the service as above specified, only
one payment of £60 shall be made.

“The above amount, in the case of separation from: the serv-
ice on or prior to the passage eof this act, shall be paid as svon
as practicable after the passage of this act, and in the case of
separation from the service after the passage of this act shall
be paid at the time of such separation.

“The amounts herein provided for shall be paid out of the
appropriations for ‘ pay of the Army’ and ‘pay of the Navy,’
respectively, by such disbursing officers as may be designated
by the Secretary of War and the Secretary of the Navy.

“The Secretary of War and the Secretary of the Navy re-
spectively shall make all regulations necessary for the enforce-
ment of the provisions of this section.”

And the Senate agree to the same.

Amendment numbered 000: That the House recede from its
disagreement to the amendment of the Senate numbered 600, and
agree to the same with an amendment az follows: Strike out the
section number “ 1408" in the matter inserted by said amend-
ment and insert in lien thercof the number “1407"; and the
Senate agree to the same.

Amendment numbered 601: That the House recede from its
disagreement to the amendment of the Senate numbered 601, and
agree to the same with an amendment as follows: In lieu of the
matter inserted by sald amendment insert the following:

“ Sc. 1408. That every person who on or after April 6, 1917,
has entered into any contract, undertaking, or agreement, with
the United States, or with any department, bureau, officer, com-
mission, board, or agency under the United States or acting in
its behalf, or with any other person having contract relations
with the United States, for the performance of any work or the
supplying of any materials or property for the use of or for the
siccount of the United States, shall, within 80 days after a rve-
quest of the commissioner therefor, file with the commissioner
a true and correct copy of every such contract, undertaking, or
agreement.

“ Whoever fails to comply with such request of the commis-
sioner shall be guilty of a misdemeanor and shall be punished
by o fine of not more than $1,000, or by imprisonment for not
more than one year, or both.

“The commissioner shall (when not yviolative of the technical
military or naval secrets of the Government) have access to all
information and data relating te any such contract, undertaking,
or agreement, in the possession, control or custody of any de-
partment, bureau, board, agency, officer or commissjon of the
United States, and may call upon any such department, burean,
board, agency, officer or commission for n full statement and
description of any allowance for amortization, obselescence, de-
preciation or less, or of any valuation, appraisal, adjustment or
final settlement, made in pursuance of any such contract, under-
taking, or agreement.”

And the Senate agree to the same,

Amendment numbered 602: That the House recede from its
disagreement to the amendment of the Senate numbered 602,
and agree to the same with an amendment as follows: In lien
of the matter inserted by said amendment insert * 1400 ; amd
the Senate agree to the same. .

Cravoe KrrcHIN,
Hexry T. RAINEY,
Lixcorn DrIxox,
J. W. ForpxEY,
J. Hanrron Moorg,
Managers on the part of the House.
F. M. Smaoxs,
Jorx SmHare WiILLiAns,
Hoxe SMITH,
Boies PENROSsE,
H. C. Longs,
Managers on the part of the Senate.

BTATEMENT.

The managers on {he part of the House at the conference on
the disagreeing votes of the two Houses on the amendments of
the Senate to the bill (H. I3. 12863) to provide revenue, and for

other purposes, submit the following written statement in ex-
planation of the effect of the nction ngreed upon by the conferces
and recommended in the accompanying conference report:

On amendment No, 1: This amendment is a clerical change;
and the Senate recedes.

On amendment No. 2: This amendment is a clerieal change;
and the House recedes with an amendment making n further
clerical change, :

On amendment No. 3: This amendment is a clerical change:
and the House recedes with an amendment making a further
clerical change, 4

On amendment No. 4: This amendment is a clerical change;
and the House recedes.

The action of the conferees on amendmenis Nos. 1 to 4, in-
clusive, will make the term * person ™ wherever used in the act
include partnerships and corporations, as well as individaals;
and the term *“corporation” include associations, joint-stock
companies, and insurance companies.

On amendment No. 5: This amendment defined the term “life
insurance company ™ as used in the Senate life insurance amend-
ments; and the Senate recedes.

On amendment No, 6: The House bill defined a “ Government
contract.” The Senate struck out this definition. The House
recedes with an amendment restoring the House definition and
providing that the term * Government contract or contracts
made between April 6, 1917, and November 11, 1918, both dates
inclusive,” when applied to certain Government contracts “in-
cludes all such contracts shich, although entered into during
such period, were originally not enforceable, but which have been
or may become enforceable by reason of subsequent validation in
pursuance of law.”

On amendment No. 7T: This amendment defines the term “ mili-
tary or naval forces of the United States™; and the Housp
recedes.

On amendment No. 8: This amendment provides that wher-
ever in the act the term * present war ™ is used it shall mean
the war in which the United States is now engaged aganinst the
German Government; and the House recedes.

On amendment No. 9: This amendment provides that for the
purposes of this act the date of the termination of the present
war shall be fixed by proclamation of the President; and the
House recedes.

On amendment No. 10: This amendment is a clerical change;
and the Senate recedes,

On amendment No. 11: This amendment defines the term
“ personal service corporation”™ to mean a corporation whose
income is to be ascribed primarily to the activities of the prin-
cipal owners or stockholders, who are themselves regularly en-
gaged in the active conduct of the affairs of the corporation
and in which capital (whether invested or borrowed) is not
a material income producing factor., The House recedes with
an amendment providing that the term * perscnal service cor-
poration ” shall not include a foreign corporation nor any cor-
poration 50 per cent or more of whose gross income consists
either (1) of gains, profits, or ineome derived from trading as a
principal, or (2) gains, profits, commissions, or income, derived
from a Government contract or contracts made between April
G, 1917, and November 11, 1918, both dates inclusive.

On amendment No. 12: This amendment struck out the defini-
tion of the term *“dividend ” as it appeared in the House bill;
and the House recedes.

On amendment No, 13: This amendment provides that the
terms * paid or incurred" and * paid or accrued "™ when used
in the income-tax title shall be construed according to the
method of acconnting upon the basis of which the net income
is computed under action 212; and the House recedes with an
amendment defining the word * paid” when used for the pur-
pose of computing the deductions and credits.

On amendment No. 14: This amendment defines the term
“ dividends.” The House recedes with an amendment efTecting
clerical changes and providing that if any stock dividend is
received by a taxpayer between January 1 and November 1,
1918, or is during such period bona fide authorized or declared,
and entered on the books of the corporation, and is received
after November 1, 1918, and before the expiration of 30 days
after the passage of this act, then such dividend shall be
taxed to the recipient at the rates prescribed by law for the
years in which the corporation accumulated the earnings or

ts from which such dividend was paid; and declaring that
any distribntion made during the first G0 days of any taxable
year shall be deemed to have been made from earnings or
profits accumulated during preceding taxable years, but that
any distribution made during the remainder of the taxable
year shall be deemed to have been made from earnings accuwu-
lated between the close of the preceding taxable year and the
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date of distribution, to the extent of such earnings or profits.
With the exception of the aforementioned changes and the
modification of the amendment to cover the case of the personal
service corporation the dividend definition in practical effect
is the same as the definition in the House bill. The House bill
taxed all dividends received by the taxpayer at the rates In
effect in the year in which the dividend was received.

On amendinents Nos. 15, 16, 17, 18, 19, and 20: These amend-
ments are clerical changes; and the House recedes.

On amendment No. 21: The Senate amendment provided that
no gain or loss shall be deemed to occur from the exchange
when—in connection with the reorganization, merger, or consoli-
dation of a corporation—a person receives in place of securities
owned by him new securities of no greater aggregate par or
face value, “or when a person or persons owning property
receive in exchange for such property stock of a corporation
formed to take over such property.” This amendment also
provides that when property is exchanged for other property,
the property received in exchange shall, for the purpose of de-
termining gain or loss, be treated as the equivalent of cash
to the amount of its fair market value. The House recedes
with an amendment striking out the clause relating to corpora-
tions formed to take over the property of individuals and add-
ing a provision that when—in the case of any reorganization,
merger, or consolidation—the aggregate par or face of the
securities received is in excess of the aggregate par or face
value of the securities exchanged, the amount of such excess
shall be treated as a gain to the extent that the fair market
value of the mew securities is greater than the cost of the
securities exchanged (or their value on March 1, 1913, if
acquired prior to that date).

On amendment No. 22 ; This amendment is a change in section
number ; and the House recedes.

On amendment No, 23: This amendment is a clerical change;
and the House recedes.

On amendment No. 24: This amendment provides that inven-
tories for the purpose of determining net income under the
income-tax title shall be taken upon the basis determined by the
Commissioner of Internal Revenue as conforming as nearly as
may be to the best accounting practice in the trade or business;
and the House recedes.

On amendment No, 25: This umendmcnt is a clerical change;
and the House recedes.

On amendment No. 26: This amendment provides for the de-
duction of net losses sustained during one taxable year from the
net income of the taxpayers for the preceding or succeeding tax-
able years. The House recedes with amendments making clerical
changes and confining the application of this section to net
losses sustained during taxable years beginning after October 31,
1918, and ending prior to January 1, 1920.

On amendment No, 27: The Senate bill struck out section 239
of the House bill (which dealt with the computation of income
taxes for the fiscal year 1917-18) and inserted as section 205 a
general provision dealing with the computation of the income
tax for any fiscal year ending during a calendar year for which
the rates of tax differ from those of the preceding calendar year.
The House, as a necessary result of its action under amendment
285, recedes with an amendment providing that the tax for a
fiscal year beginning in 1917 and ending in 1918 shall be the sum
of (1) the same proportion of a tax for the entire period com-
puted under Title I of the revenue act of 1916 as amended by the
revenue act of 1917, and under Title I of the revenue act of 1917,
which the portion of such period falling within the calendar
year 1917 is of the entire period, and (2) the same proportion
of the tax for the entire period computed under this title at the
rates for the calendar year 1918 which the portion of such period
falling within the calendar year 1918 is of the entire period. A
similar method is also provided for fiscal years beginning in 1018
and ending in 1919.

On amendment No. 28: This amendment provides that when-
ever parts of a taxpayer's income are subject to rates for differ-
ent calendar years the part subject to the rates for the most
recent calendar year shall be placed in the lower brackets, the
part subject to the rates for the next preceding calendar year
shall be placed in the next higher brackets, and so on until the
entire net income has been accounted for. The House recedes
with an amendment striking out the reference to any personal
exemption or other specific exemption contained in the Senate
bill, and providing that in determining the income any deduec-
tions, exemptions, or credits of a kind not plainly and properly
chargeable against the income taxable at rates for a preceding
year shall first be applied against the income subject to rates
for the most recent calendar year, but that any balance thereof
shall be applied against the income subject to the rates of the
next preceding year or years until fully allowed.

On amendment No. 20: This amendment is a clerical change;
and the House recedes.
On amendment No. 830: The House bill levied a normal income

tax of 12 per cent upon the amount of the net income in excess of -

the credits provided in section 216, but provided that the tax
upon the first $4,000 of such excess amount in the case of a citi-
zen or resident of the United States should be 6 per cent, The
Senate bill provided the same rates for the calendar year 1918,
but provided that the normal income tax for each calendar year
thereafter shall be 8 per cent of the amount of the net income
in excess of the credits provided in section 216, except that in
the case of a citizen or resident of the United States the tax
shall be 4 per cent upon the first $4,000 of such excess amount;
and the House recedes,

On amendment No. 81 : This amendment is a clerical change;
and the House recedes.

On amendment No. 32: The following table shows the House
and Senate surtax rates:

Rate.
Eurtax bracket upon the amount of the net income in excess of—
. House. | Senate.
- Per cent. | Per cent.
£5,000 and not in excess 01$6,000. ....cvuerrernsssmnsmsanmansann
£6,000and not In excess 087,500, cuueeenecenrrancanconnrinnsen
§7,500 and not in excess 01$8,000..
000 and not in exocess of$10,000.

$§10,000 and not in exeess of $12,000
812 000 and not in excess of $14,000
:llgowandmzinmuiuamn .

ENERREEEBenuaannuen~

£42,000 and not in excess of $44,000
mmoandnotmexuessofmma
84& 000 and not in excess of 348,000
us 000 and not in exeess of $50,000
lSDlI!Osnd not In excess of §52,000...
tﬁz,mﬂmdmtlnexmssol'ﬁl 000...
£54,000 and not in excess of §55,000
56,000 and not in excess of $58,00)
§58,000 and not in excess of §63,000
$60,000 and not in excess of $2,000. ..
m,om and not in excess of ﬁl.fl'JJ b
264,000 and not in excoss of $85,00). ..
£66,000 and not in excess of 868,000
£08,000 and not in excess of $70,00)
§70,000 an1 not in excess of §72,000
S?'.'ml]a.n:] not in excess of §74,00) ...
$74,000 and not in excess of §73,000
§76,000 an1 not in excoss of §78, 000...
ﬁs,am ani not in exdess ol‘ﬂ] 000
£80,000 and not in excess of $32,090
$82.000 an1 not in cxcess of $34,000
884,000 and not in excess of 885,000
$86,000 and not in cxesss of $83,000
£85,000 an1 not in excess of £90,09)_..
£90,000 and mtinumormﬂm

B SRR R R R R R BB EBERREREE By yumwnee

42

.

§98, 47 :

m,ooOaad not in excess of 5109 D'JJ S L,
£100,000 and not in excess of §1/ 3
$150,000 and not in exeess of $200, ll"l:l.
$200,000 and not in excess 01'8300 003.
33011 000 and not in excess of $500.000 ..

m‘ooo an:d not in excass ofsl.w.},(m...
$1, tmmand nntinemssnfbm‘.]
SEUIJUXI

CECRBHCERSARARAEEHYERREEEEERNRRENERER

The House recedes,

On amendment No. 33: This amendment provides that in the
case of a bona fide sale of mines, oil, or gas wells, or any in-
terest therein, where the principal value of the property has
been demonstrated by prospecting or exploration and discovery
work done by the taxpayer, the portion of the surtax attributable
to such sales shall not exceed 20 per cent of the selling price of
such property or interest; and the House recedes.

On amendment No. 34: This amendment js a clerical change;
and the House recedes.

On amendment No. 35: This amendment is a clerical change;
and the Senate recedes.

On amendment No. 36: The Honse bill specifically provided
that the term * gross income ” should include the salaries of the
President of the United States, the judges of the Supreme and

-

inferior courts of the United States, and all other officers and -
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employees, whether elected or appointed, of the United States
or of any State, Alaska, Hawali, or any political subdivision

_thereof, or the District of Columbia. The Senate bill siruck out

this provision. The House recedes with an amendment making
the salaries of the President of the United States, the judges of
the Supreme and inferior courts of the United States, and all
other officers and employees of the United States, Alaska, Hawaili,
or any political subdivision thereof, or the District of Columbia,
subject to the income tax.

On amendment No. 37: This amendment is a clerical change;
and the Senate recedes.

On amendment No. 38: The House bill provided that gross
income for the purpose of the income tax should not include the
proceeds of life Insurance policies paid upon the death of the
insured to individual beneficiaries or to the estate of the in-
sured. The Senate bill broadened this provision by providing
that gross income should not include the proceeds of life insur-
ance policies paid upon the death of the insured ; and the Senate
Tecedes.,

On amendment No. 39: The House bill proposed to make the
interest from certain State and municipal bonds subject to the
surtax. The Senate in this amendment struck out the provision,
thereby making all the interest from State and municipal bonds
exempt from income taxes; and the House recedes. :

On amendment No. 40: This amendment made the interest
from bonds issued by the War Finance Corporation exempt ex-
cept as otherwise provided under amendment No. 41. The House
recedes with an amendment providing that every person owning
any tax-free securities shall submit in his income-tax return a
statement showing the number and amount of such obligations
owned by him, and the income received therefrom.

On amendment No. 41: This amendment provides that the in-
terest from bonds issued by the War Finance Corporation shall
be exempt from income tax only to the extent provided in the
war-finance corporation act; and the House recedes.

On amendments Nos. 42, 43, and 44: These amendments are
clerieal changes; and the House recedes.

On amendment No. 45: The House bill provided that gross in-
come for the purpose of the income tax does not include income
accruing to the Government of the Philippine Islands or Porto
Rico, or any political subdivision thereof. The Senate bill ex-
tended this exemption to include Porto Rico, the Philippine
Islands, and all other possessions of the United States, and any
political subdivisions thereof ; and the House recedes.

On amendments Nos. 46, 47, 48, and 49: These amendments are
clerical changes; and the House recedes.

On amendment No, 50: This amendment is a clerical change;
and the Senate recedes.

On amendment No. 51: This amendment limits the exemption
from income tax of the income from the United States of per-
sons in the military or naval forces to the period of the present
war; and the House recedes.

On amendment No. 52: This amendment limits the exemption
from income tax of salaries of perSons in .the military or
naval service to those in active service; and the House recedes.

On amendment No. 53: The House bill limited the exemption
of the salaries of those in the military and naval forces from
income tax to those serving abroad or at sea. The Senate
change in this limitation has been explained in amendment No.
52; and the House recedes.

On amendment No. 54: The House bill limited the exemption
from income tax of the income from the United States of per-
sons in the military or naval forces to so much of the income
as (id not exceed $3,500. The Senate bill eliminated this limit;
and the Senate recedes.

On amendment No. 55: This amendment provides that in the
case of a device which a taxpayer has invented and which has
been accepted by the War and Navy Departments since April
6, 1917, for use in the present war and which has been put
jnto actual use as a basis for successful major operation by
the United States Government in the war, and that if the Sec-
retary of War or the Secretary of the Navy shall so certify
to the Secretary of the Treasury, no tax shall be imposed for
the year 1918 on the royalties received or any amount received
in lieu of royalties by the taxpayer for the use of such devices;
and the Senate recedes.

On amendment No. 56: This amendment is a clerical change;
anid the House recedes.

On amendment No. 57: This amendment provides that in the
case of nonresident alien individuals gross income includes all
amounts received (although paid under a contract for the sale
of zoods or otherwise) representing profits on the manufacture
and disposition of goods within the United States; and the
House recedes.

On amendments Nos. 58 and 59 : The House bill provided that
one of the deductions in computing net income should be pay-
ments required to be made as a condition to the continued use
or possession for purpose of the trade or business of property
to which the taxpayer has not taken or is not taking title or in
which he has no equity. The Senate amendment broadened this
provision by providing that the deduction should be of payments
required to be made as a condition to the continued use or pos-
session of property for purposes of the trade or business; and
the Senate recedes.

On amendment No. 60: This amendment provides that interest
paid or acerued on indebtedness incurred or continued to pur-
chase or carry obligations or securities (other than obligations
of the United States issued after Sept. 24, 1917), the interest
upon which is wholly exempt from taxation under the income
tax title as income to the taxpayer, shall not be allowed as a
deduction in computing net income; and the House recedes.

On amendment No. 61: In the case of a nonresident alien in-
dividual, the House bill limited the interest deduction to in-
terest paid during the taxable year. The Senate amendment
extended the deduction to interest acerued during the taxable
year; and the House recedes.

On amendment No. 62: This amendment authorizes a deduc-
tion in computing net income for taxes assessed against loeal
benefits when such benefits are not “of a kind tending to in-
crease the value of the property assessed”; and the House
recedes,

On amendment No. 63: This amendment authorizes, in the
case of a nonresident alien individual, a deduction for certain
taxes imposed by the authority of any foreign country upon
property or business, to the extent that the income from such
property or business is subject to taxation under this title; and
the House recedes with an amendment making clerical changes.

On amendment No. 64: The House bill required a loss to be
sustained and charged off during the taxable year before it
could be allowed as a deduction in computing net income. The
Senate bill only required the loss to be sustained during the tax-
able year; and the House recedes.

On amendment No. 65: The House bill provided that in deter-
mining net income a reasonable allowanece should be made for
exhaustion, wear, and tear of property used in the trade or
business. The Senate bill provided that a reasonable allow-
ance should be made in computing net income for the depre-
ciation of property used in the trade or business. The House
recedes with an amendment providing that in computing net in-
come a reasonabe allowance should be made for the exhaustion,
wear, and tear of property used in the trade or business, includ-
ing a reasonable allowance for obsolescence.

On amendment No. 66: The House bill provided that a non-
resident alien individual should be entitled to deduct in com-
puting net income a reasonable allowance for the exhaustion,
wear, and tear of property used in the trade or business within
the United States. The Senate bill permitted n nonresident
alien individual to avail himself of the deduction for exhaus-
tion, wear, tear, and obsolescence to the extent that they are
connected with (taxable) income arising from sources within
the United States; and the House recedes.

On amendment No, 67: This amendment exteiided the amorti-
zation provision to vessels constructed or acquired on or after
April 6, 1917, for the transportation of articles or men con-
tributing to the prosecution of the present war; and the House
recedes. -

On amendment No. 68: The House bill made the amortization
deduction diseretionary; the Senate bill makes it compulsory ;
and the House recedes.

On amendment No. 69: This amendment is a clerical change;
and the House recedes. :

On amendment No. T0: The House bill provided that the
amortization deduction should not include amounts otherwise
allowed under the income-tax title for depreciation, exhaustion,
or wear and tear. The Senate amendment provides that the
amortization deduetion shall not include any amount otherwise
allowed under the income-tax title or previous acts of Congress
as a deduction in computing net income ; and the House recedes.

On amendments Nos. T1, 72, 73, T4, and 75: These amendments
are clerical changes; and the House recedes.

On amendment No. 76: The House bill limited the deduction
for “amortization” by providing that in the case of a non-
resident alien individual * this deduction shall be allowed only
as to facilities within the United States,” and that in no case
shall the deduction for “amortization™ exceed 25 per cent
of the taxpayer’s net income as computed without the henefit
of such deduction. The Senate amendment strikes out the
above limitations; and the House recedes.
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On amendment No. T7: This amendment authorizes a reason-
able allowance for the depletion of oil and gas wells in place of
a similar allowanece “ for actual reduction in flow and produc-
tion " as authorized by the House bill and adds a proviso *“ that
in the case of mines, oil and gas wells, discovered by the tax-
payer, on or after March 1, 1913, and not acquired as the result
of purchase of a proven tract or Jease, where the fair market
value of the property is materially disproportionate to the cost,
the depletion allowance shall be based upon the fair market
value of the property at the date of the discovery, or within 12
months thereafter.” The House recedes with an amendment
changing the valuation period fromy 12 months to 30 days.

On amendments Nos. 78 and 79: These amendments are
clerieal changes; and the House recedes.

On amendment No. 80: This amendment provides that if it
is shown to the satisfaction of the commissioner that during
ihe taxable years 1019 and 1920 the taxpayers (a) has for the
first time ascertnined the amount of a loss sustained during the
preceding taxable year and not deducted from the gross income
therefor, or (b) has sustained a substantial loss (whether or
not actually realized by sale or other disposition), resulting
from any material reduction (not due to temporary fluetuation)
of the value of the inventory for the preceding taxable year,
then the amount of such loss shall be deducted from the nef
income for such preceding taxable year, and the income taxes
for such year shall be redetermined accordingly. The House
recedes with amendments (1) limiting the allowance for losses
sustained during the taxable year to losses resulting from the
actual payment of rebates on sales of the previous year in pur-
suance of contracts made during such year; (2) limiting the
deduction for falling inventories to the taxable year 1919; and
«(3) permitting the taxpayer to take advantage of this deduction
at the time of making his return by filing a claim in abatement
aecompanied with a bond in deuble the amount of the tax
covered by the claim.

On amendment No. 81: This amendment is a clerical change;
and the House recedes with an amendment making a further
clerieal change.

On amendment No. 82: Nonresident alien individuals, by the
House bill, were authorized to deduct ecertain expenses * only
if and to the extent that they are connected with a trade or
business earried on within the United States.” This amend-
ment authorizes such deductions to be made if and to the
extent that they are connected with “income arising from a
source within the United States'; and the House recedes.

On amendment No. 83: This amendment is a elerieal change
made necessary by amendment No. 82; and the House recedes.

On amendments Nos. 84 and 85: Under the House bill a tax-
payer would not be permitted to deduct in computing net in-
come premiums paid on group insurance policies for the bene-
fit of employees. Under the Senate bill such premium will be
an allowable: deduction. The House bill provided that pre-
miums paid on any life insurance policy covering the life of
any officer or employee, of any person financially interested in
any trade or business carried on by the taxpayer shall not be
allowed as a deduction when the taxpayer or anyone financially

interested in such trade or business is a beneficiary under such

policy. The Senate amendment provides that in the case of
such policies the premiums shall not be allowed as a deduction
when the taxpayer is directly or indirectly a beneficiary under
such poliey ; and the House recedes.

On amendment No. 86: This amendment provides that for
the purpose of computing the normal tax, the amount received
as dividends from insurance companies taxable under section
504, and amounts received as dividends from personal service
corporations out of earnings or profits upon which income tax
has been imposed by act of Congress shall be allowed as cred-
dts; and the House recedes with an amendment striking out
the reference to insurance companies taxable under section 504
of the Senate bill.

On amendment No. 87: This amendment complies with the
terms of the War Finance Corporation act by providing that
the inferest from the bonds issued by the War Finance Cor-
poration shall not be subject to the normal income tax; and the
House recedes,

On amendment No. 88: This amendment is a elerieal change
to carry out the policy of exempting the interest from State
and municipal bonds from income tax; and the House recedes.

On amendments Nos. 89, 90, and 91: These amendments are
clerical changes; and the House recedes.

On amendment No. 92: This amendment provides that per-
sonal-service corporations shall not be subject to taxation under
the income tax title, but that the individual stockholders thereof
shall be taxed in the same manner as the members of partner-

ships. The House recedes with an amendment making minor
clerical changes. :

On amendment No. 93 : This amendment provides for the tax-
ation of “income collected by a guardian of an infant to be
held or distributed as the court may direct "—a class of income
whose status under the House bill was uncertain; and th
House recedes. :

On amendment No. 94: This amendment allows, in the case
of estates and trusts, a deduction for amounts which, pursuant
to the terms of the will or deed creating the trust, are paid to
or permanently set aside for religious, charitable, scientific, or
educational purposes, or for the prevention of cruelty to chil-
dren or animals; and the House recedes with amendments mak-
ing clerical changes and confining the deductions to amounts
contributed to or permanently set aside for governmental pur-
poses or corporations organized and operated exclusively for
religious, charitable, scientific, or educational purposes, or for
the prevention of eruelty to children or aninrals, no part of the
net earnings of which inures to the benefit of any private stock-
holder or individual.

On amendment No. 95: This amendment provides that in deter-
mining the net income of the estate of any deceased person
during the period of administration there may be deducted the
amount of any income properly paid or credited to any legatee,
hﬁlr, or other beneficiary; and the House recedes with a clerical
change.

On amendment No. 96: This amendment provides that any in-
come of an estate during the period of administration or settle-
ment permitted to be deducted from the net income upon which
tax is to be paid by the fidueiary shall be accounted for by the
beneficiary ; and the House recedes with a clerical amendment.

On amendments Nos. 97, 98, 99, 100, and 101: These amend-
ments are clerical changes; and the House recedes.

On amendment No. 102: This anrendment eliminates the ne-
cessity of proving fraud when earnings of a corporation are
allowed to accumulate for the purpose of preventing the impo-
sition of the surtax upon the stockholders or members; and the
House recedes.

On amendments Nos. 103 and 104: These amendments are
clerical changes; and the House recedes.

On amendment No. 105: This amendment provides that, when
the Commissioner of Internal Revenue certifies that an accumu-
lation of profits is, in his opinion, to enable the stockholders of

. a corporation to avoid payment of the surtaxes, such corporation

shall not be subject to the corporation income tax or the excess
or war profits taxes, but that the stockholders shall be subject
to taxation in the same manner as in the case of stockholders of
a personal service corporation. The House recedes from its dis-
agreement to this amendment with an amendment adopting the
Senate amendment, but providing that in case a corporation is
taxed on the basis of this amendment in the manner provided
for personal service corporations, it shall also be subject to
the excess or war profits taxes.

On amendments Nos. 106, 107, 108, 109, and 110: These
amendments are clerical changes; and the House recedes.

On amendment No. 111: This amendment provides that the
Commissioner of Internal Revenue instead of the Secretary of
the Treasury shall certify the cases in which, in his opinion, the
accumulation of earnings is unreasonable for the purpose of the
business ; and the House recedes, )

On amendment No. 112: This amendment is a clerical change
due to the method of taxing insurance under section 504 of the
Senate bill; and the Senate recedes.

On amendment No, 113: In the case of income tax withheld at
the source the tax in the House bill was at the rate of 12 per
cent. The Senate reduced the rate to 8 per cent to comply with
the normal income-tax rate after 1918 in the case of citizens or
residents of the United States; and the House recedes.

On amendment No. 114: In the case of many American securi-
ties taken over and held by foreign Governments the owners of
the securities are unknown to the withholding agent. This
amendment provides that the Commissioner of Internal Rev-
enue may authorize the tax to be deducted and withheld from
the interest upon any securities the owners of which are not
known to the withholding agent; and the Honse recedes.

On amendment No. 115: This amendment provides that in the
case of tax-free-covenant obligations in which the interest is
payable to a partnership the obligor shall withhold a tax equal
to 2 per cent the same as in the case of interest from such obli-
gations payable to individuals; and the House recedes.

On amendment No. 116: This amendment is the same as
amendment No. 114, except that in this case it applies to tax-
free-covenant obligations; and the House recedes.
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On amendment No. 117: This amendment is a clerical change;
and the House recedes.

On amendment No. 118: The House bill provided that a citi-
zen of the United States might credit against his income tax
the amount of any income, war-profits, and excess-profits taxes
paid to any foreign country, Porto Rico, or the Philippine
Islands upon income derived from sources therein and allowed
a similar credit to an alien resident if his country makes recip-
rocal provisions. The Senate amendment entirely rewrites the
section and broadens it to include a credit for taxes paid to any
possession of the United States, which is also to be given to an
alien resident of the United States. The House recedes with an
amendment providing that if any deduction is allowed for taxes
acerued in any possession or foreign country, the commissioner
may require the taxpayer to give a surety bond providing for
the payment of any tax found to be due the Government in case
too great a deduction shall be allowed for accrued taxes in our
possessions or any foreign country. The amendment as agreed
to also provides that if such accrued taxes when paid differ
from the amounts claimed as credits by the taxpayer, or if the
tax paid is refunded in whole or in part, the taxpayer shall
notify the Commissioner of Internal Revenue, who shall rede-
termine the amount of the tax due, and the amount of the tax
due shall be paid by the taxpayer, or the amount of the tax
overpaid shall be credited or refunded to the taxpayer.

On amendment No. 119 : This amendment is a clerical change;
and the House recedes.

On amendments Nos. 120 and 121: The House bill required
every person having a net income for the taxable year of $1,000
or over if single or if married and not living with husband or
wife, or of $2,000 or over if married and living with husband
or wife, to file an income-tax return. The Senate bill required
income-tax returns from individuals having a gross income of
$1,000 or over if single or if married and not living with hus-
band or wife, or of $2,000 or over if married and living with
husband or wife; and the Senate recedes.

On amendments Nos. 122 and 123: The House bill basis for
requiring fiduciary return in the case of single and married
persons was the same as the basis for requiring individual re-
turns. The Senate changed the basis to gross income, as it did
in the case of individual returns; and the Senate recedes.

On amendment No. 124 : This amendment is a clerical change;
and the House recedes.

On amendment No. 125: The House bill provided that, except
in the case of taxpayers who are abroad, no extension of time
for filing returns of income tax shall be for a longer period than
two months. The Senate bill struck out the House limitation
and left the time of extension to the discretion of the commis-
sioner. The House recedes from its disagreement to this
amendment with an amendment providing that, exeept in the
case of taxpayers who are abroad, no extension of the time for
making the return shall be for a longer period than six months.

On amendment No. 126 : This amendment is a clerical change;
amd the House recedes.

On amendment No. 127: This amendment exempts insurance
companies from the income-tax provision, because the Senate
bill proposed a separate and distinet tax on the investment in-
come of insurance companies; and the Senate recedes.

On amendment No. 128: This amendment is a clerical chan ge;
antd the House recedes.

On amendment No. 129: The House bill levied upon the net
income of domestic corporations an income tax of 18 per cent,
but provided that the rate should be 12 per cent upon so much
of the amount of the net income subject to the tax as does not
exceed the sum of (1) the amount of dividends paid during the
taxable year, plus (2) the amount paid during the taxable year
out of earnings or profits in discharge of bonds and other
interest-bearing obligations outstanding prior to the beginning
of the taxable year, plus (3) the amount paid during the tax-
able year in the purchase of obligations of the United States
issued after September 1, 1918. The House bill taxed the net
income of foreign corporations at the same rate with slight
modifications because of the different situation in the case of
foreign corporations. The Senate amendment changes the cor-
poration income-tax rate for the calendar year 1918 to a flat
rate of 12 per cent and for each calendar year thereafter to a
flat rate of 8 per cent. It also provides that for the purpose of
the Federal railway control act of March 21, 1918, five-sixths of
the corporation income tax for 1918 and three-fourths of the
tax for future years shall be treated as levied by an act in
amendment of Title I of the revenue act of 1917.

The House recedes with an amendment fixing the corporation
income tax for the calendar year 1918 at a flat rate of 12 per
cent and for each calendar year thereafter at a flat rate of 10
per cent and providing that for the purposes of the Federal

railway control act five-sixths of the corporation income tax
for 1918 and four-fifths of the tax for each calendar year there-.
after shall be treated as levied by an act in amendment of Title
I of the revenue act of 1917.

On amendment No. 130: This amendment adds to the list of
corporations exempt from income tax corporations organized
and operated exclusively for the prevention of cruelty to child-
ren or animals, no part of the net earnings of which inures to
the benefit of any private stockholder or individual; and the
House recedes.

On amendment No. 131: The House bill exempted from in-
come tax certain farmers', fruit growers’, and like associations.
The Senate amendment extends the exemption to cover coopera-
tive societies but restricts the deductions heretofore allowed to
associations or societies of this class which sell for or to non-
members; and the Senate recedes.

On amendment No. 182: This amendment strikes joint stock .
land banks out of the list of corporations exempt fror: income
tax. It also includes personal-service corporations among the
corporations exempt from the corporation income tax, Senate
amendment numbered 92 having made the stockholders of a
personal-service corporation individually liable to income taxes
in the same manner as members of a partnership; and the House
recedes.

On amendments Nos. 133 and 134 : These amendments are cler-
ical changes; and the House recedes.

On amendment No. 135: The House bill provided that in com-
puting the gross income of life insurance companies there should
not be included such portion of any premium received * within
the taxable year " as is paid back or credited to or treated as an
abatement of premium within the taxable year; and also pro-
vided a rule for computing gross income in the case of mutual
marine insurance companies. The Senate amendment strikes
out these provisions, in pursuance of the Senate plan to tax in-
surance companies on the basis of investment income. The
House recedes with an amendment restoring the House provi-
sions but omitting the requirement in the case of a life insur-
ance company that premiums to be excluded from gross income
must be received “ within the taxable year.”

On amendments Nos. 136 and 137 : These amendments propose
to make foreign corporations selling raw materials in the United
States to be manufactured here under an agreement that certain
profits on the manufacture and disposition of the finished prod-
uets shall be paid to the foreign corporation include such profits

I in computing gross income ; and the House recedes.

On amendments Nos. 138 and 139: These amendments are
clerical changes; and the House recedes.

On amendment No. 140 ¢ The House bill provided that in com-
puting net income rentals or other payments required to be made
as a condition to the continued use or possession of property
to which the corporation has not taken or is not taking title, or
in which it has no equity, could be allowed as a deduetion. The
Senate amendment broadens this deduction provision by pro-
viding that rentals or other payments required to be made as a
condition to the continued use or possession of property inay be
allowed as a deduction in computing net income ; and the Senate
recedes.

On amendment No. 141: This amendment provides that in-
terest paid or accrued on indebtedness incurred or continued
to purchase or carry obligations or securities (other than
obligations of the United States issued after Sept. 24, 1917),
the interest upon which is wholly exempt from taxation under
the income tax title as income to the taxpayer, shall not be
allowed as a deduction in computing net income; and the House
recedes.

On amendment No. 142: In the case of a foreign corporation,
the House bill limited the interest deduction to interest paid
during the taxable year. The Senate bill extended the deduc-
tion to interest accrued during the taxable year; and the House
recedes,

On amendment No. 143: This amendment authorizes a deduc-
tion for taxes assessed against local benefits when such benefits
are not * of a kind tending to increase the value of the property
assessed ”; and the House recedes.

On amendment No. 144: This amendment authorizes, in the
ease of a foreign corporation, a deduction for certain taxes im-
posed by the authority of any foreign country upon property
or business to the extent that the income from such property or
business is subject to taxation under this title; and the House
recedes, with an amendment making cleriecal chnnges

On amendment No. 145: In the case of corporations the
House bill required losses sustained during the taxable year to
be charged off before allowing them to be deducted in com-
puting the net income. The Senate amendment allowed losses
sustained to be deducted although the taxpayer may not be
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able to charge them off during the taxable year; and the
House recedes.

On amendment No, 146: The House bill provided that in com-
puting the net income of a corporation there should be deducted
the dividends received from a corporation subject to income tax.

‘The Senate amendment provides that amounts received by cor-

porations as dividends from insurance companies not subject
to income tax, and amounts “eceived as dividends from a per-
sonal service corporation out of earnings or profits upon which
income tax has been imposed by act of Congress, shall be
deducted in computing net income. The House recedes with an
amendment striking out the specific reference to insurance
companies, since, by reason of the recession of the Senate from
its amendment No. 127, such companies are subject to income
tax.

On amendment No. 147: The House bill provided that in de-
termining net income a reasonable allowance should be made
for exhaustion, wear, and tear of the property used in the
trade or business. The Senate amendment provides that a
reasonable allowance shall be made in computing net income
for the depreciation of property used in the trade or business.
The House recedes with an amendment providing that in com-
puting net income a reasonable allowance shall be made for
the exhaustion, wear, and tear of the property used in the
trade or bnsluess, including a reasonable allowance for obso-
lescence.

On amendment No, 148: This nmendment permits a foreign
corporation to avail itself of the deduction for exhaustion,
wear, tear, and obsolescence of property ouiside the United
States to the extent that they are connected with income_aris-
ing from sources within the United States; .and the House
recedes.

On amendment No. 149: This amendment extends the amor-
tization provision to vessels constructed or acquired on or after
April 6, 1917, for the transportation of articles or men con-
tributing to the prosecution of the present war; and the House
recedes.

On amendment No, 150: The House bill made the amortiza-
tion deduction dimclionar;\. The Senate bill makes it com-
pulsory ; and the House recedes,

On amendment No. 151: This amendment is a clerieal change;
and the House recedes.

On amendment No, 152: The House bill provided that the
amortization deduction should not include amounts otherwise
allowed under the income-tax title for depreciation, exhaustion,
or wear and tear. The Senate amendment provides that the
amortization deduction shall not include any amount otherwise
allowed under the income-tax title or previous acts of Con-
gress as a deduction in computing net income; and the House
recedes.

On amendments Nos. 153, 1564, 155, 156, and 157 : These amend-
ments are clerical changes; and the House recedes.

On amendment No. 158 : The House bill limited the deduction
for amortization by providing that in the case of a foreign cor-
poration “ this'deduction shall be allowed only as to facilities
avithin the United States,” and that in no case shall the deduc-
tion for amortization exceed 25 per cent of the taxpayer's net
ineome as computed without the benefit of such deduction. The
Senate amendment strikes out the above limitation; and the
House recedes.

On amendment No, 159 : This amendment authorizes a reason-
able allowance for the depletion of oil and gas wells in place
of a similar allowance *“ for actual reduction in flow and pro-
duction ” as authorized by the House, and adds a proviso “ that
in the case of mines, oil and gas wells, discovered by the tax-
payer on or after March 1, 1913, and not acquired as the result
of purchase of a proven tract or lease, where the fair market
wvalue of the property is materially disproportionate to the cost,
the depletion allowance shall be based upon the fair market
value of the property at thé date of discovery, or within 12
months thereafter.” The House recedes with an amendment
changing the valuation period from 12 months to 30 days.

On amendment No. 160: The Senate bill earried a new and
separate scheme of taxation for insurance companies, and this
amendment strikes out as superfluous special deductions pro-

vided in the House bill for computing the net income of such

corporation. The House recedes with an amendment restoring
the House deductions and making a clerical change.

On amendment No. 161 : This amendment provides that if it
is shown to the satisfaction of the commissioner that during
the taxable years 1919 and 1920 the taxpayer (a) has for the first
time ascertained the amount of a loss sustained during the
preceding taxable year and not deducted from the gross income
therefor, or (b) has sustained a substaniial loss (whether or
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not actually realized by sale or other disposition) resulting from
any material reduction (not due to temporary fluctuation) of
the value of the inventory for the preceding taxable year, then
the amount of such loss shall be deducted from the net income
for such preceding taxable year, and the income taxes and
excess-profits or war-profits taxes for such year shall be rede-
termined accordingly. The House recedes with amendments (1)
limiting the allowance for losses sustained during the taxable
year to losses resulting from the actual payment of rebates on
sales of the previous year in pursuance of contracts made during
such year; (2) limiting the deduction for falling inventories to
the taxable year 1919; and (3) permitting the taxpayer to take

advantage of this deduction at the time of making his return by,
filing a claim in abatement accompanied with a bond in tloub!c
the amount of the tax covered by the claim.

On amendment No, 162: The House bill authorized foreign
corporations to deduct certain expenses “ only if and to the ex-
tent that they are connected with a trade or business carried on
within the United States.” The Senate amendment authorizes
such deductions to be made if and to the extent that they are
connected with * income arising from a source within the United
States ”; and the House recedes. -

On nmendment No. 163 : This amendment is a clerical change
made necessary by amendment No. 162 ; and the House recedes.

On amendment No. 164 : This amendment is a clerieal change;
and the House recedes. :

On amendment No. 165: This amendment complies with the
terms of the War Finance Corporation act by providing that the
interest from bonds isstied by the War Finance Corporation shall
not be subject to the corporation income tax; and the House
recedes.

On amendment No. 166 : This amendment is a clerical change
to carry out the policy of exempting the interest from State and
municipal bonds from income tax ; and the House recedes.

On amendments Nos. 167 and 168 : These amendments are cleri-
cal changes; and the House recedes.

On amendment No. 1690 : This amendment changes the method
of computing income taxes for fiscal years begining in 1917 and
ending in 1918; and the House recedes with an amendment pro-
viding that in such cases, the excess-profits tax computed under
Title II of the revenue act of 1917 shall be credited against the
net income computed for the entire period under Title I of the
revenue act of 1916 as amended by the revenue act of 1917 and
under Title I of the revenue act of 1917, and the tax computed
for the entire period under Title 11I of this act at the rates
prescribed for the calendar year 1918 shall be credited against
t}u{ net income computed for the entire period under this
title.

On amendment No. 170 : This amendment is a clerical change;
and the House recedes.

On amendment No. 171 : In the case of foreign corporations not
engaged in trade or business within the United States and not
having an office or place of business therein, the House bill re-
quired the corporation income tax to be withheld at the source
at the rate of 18 per cent. The Senate reduced the rate to 8 per
cent. The House recedes from its disagreement to the Senate
amendment with an amendment providing that tax shall be with-
held at the rate of 10 per cent.

On amendments Nos. 172, 173, 174, and 175 ;: These amendments
are clerical changes; and the Honse recedes.

On amendments Nos. 176 and 177: The effect of the Senate
amendments is to extend the benefit of the credit for taxes to
taxes paid to all possessions of the United States; and {he
House recedes,

On amendmenis Nos. 178 and 179: These amendments are
clerical changes; and the House recedes.

On amendment No. 180; This amendment provides that in the
case of a corporantion which makes return for a fiscal year be-
ginning in 1917 and ending in 1918 any tax paid for such fiscal
year under Title I of the revenue act of 1916 or Title I of the
revenue act of 1917 shall be credited against the tax imposed by,
this title. The House recedes with an amendment (1) limiting
the allowance fo that proportion of the credit for foreign taxes
whieh the part of the fiscal year falling within the calendar year
1918 bears to the entire period ; and (2) safeguarding the allow-
ance by a provision inserted in subdivision (a) that if acerued
taxes when paid differ from the amounts claimed as credits, or
if any tax paid is refunded in whole or in part, the taxes due
shall be redetermined, and authorizing the commissioner to
require bond, in the case of claims based upon taxes accrued
but not paid, conditioned for the payment by the taxpayer of
any amount of tax found due upon any such redetermination.
Provision is also made in amendment 169 that in the case of a
corporiation which makes return for a fiseal year beginning in




2992

CONGRESSIONAL RECORD—HOUSE.

TEBRUARY 8,

1917 and ending in 1918, the part of the war-profits and excess-
profits taxes attributable to the calendar year 1917 shall be
credited against the net income (not against the tax) for such
year.

On amendment No. 181: This amendment strikes out section
230 of the House bill {which dealt with the computation of in-
come taxes for the fiscal year 1917-18) as a part of the general
change made by section 205 of the Senate bill, which—as ex-
plained in connection with amendment No. 27—provides a gen-
eral method for computing the income tax for any fiscal year
ending during a calendar year for which the rates of tax differ
from those of the preceding calendar year; and the House
recedes.,

On amendment No. 182: Thiz amendment is a change in sec-
tion number; and the House recedes.

On amendment No. 183 : This amendment is a clerical change;
and the House recedes.

On amendment No, 184: This amendment provides that when
the accounting period is changed as provided under section 2286,
only such portion of the $2,000 corporation credit allowed under
subdivision (e) of section 236 shall be allowed as the number
of months in the period for which the return is made bears to
12 months; and the House recedes.

On amendment No. 185: This amendment provides for the
computation of the income, excess profits and war profits taxes
of affiliated corporations on the basis of a consolidated return
of their net inecome and invested capital, The House recedes
with an amendment providing:

(1) That there shall be taken out of such consolidated net
income and invested capital, the net income and invested capital
of any such affiliated corporation organized after August 1,
1914, and not successor to a then existing business, 50 per cent
or more of whose gross income consist of gains, profits. commis-
sions, or other income derived from a Government contract or
contracts made between April 6, 1917, and November 11, 1918,
both dates inclusive,

(2) That two or more domestic corporations shall be deemed
io be affiliated (1) if one corporation owns directly or controls
through closely affiliated interests or by a nominee or nominecs
substantially all the stock of the other or others, or (2) if sub-
stantially all the stock of two or more corporations is owned
or controlled by the same interests.

(3) Retaining (omt of the part of the Senate amendment
which permitted the consolidation of foreign corporations
affilinted with a domestic corporation and provided that in such
consolidations, the total tax, computed as a unit, shall be re-
duced by the credit for foreign taxes authorized in section 238)
only the features relating to the credit for foreign taxes, which
are stated in the following terms:

For the purlxmes of section 238 a domestic corporation which owns
a majority of the voting stock of a forelgn corporation shall be deemed
to have paid the same proportlon of any income, war-profits and ex-
cess-profits taxes paid (not incl taxes accrued) by such foreign
corporation during the taxable year to any fore country or to any
possesgion of the United States u income ved from sources
within the United States, which t amount of any dividends (not
%uct;:!:% ‘}gs:l;nmgh;mw bfa‘lt:l Ee:g;:d tt?g gxc:hle year bears to the
mt:i taxable income such foreign corporation or with respect

to which such foreign taxes were paid:

case shall the amount of the credit for such taxes exceed the am

ount
of such dividends (not deductible under section 234) received by such
domestic corporation during the taxable year.

On amendment No. 186 : This amendment added a new “ Part”
to the income tax title and provided a separate tax on the in-
vestment income .of life insurance companies and mutual in-
gaurance companies in lieu of all other taxes imposed in the bill
upon such companies; and the Senate recedes.

On amendment No, 187: This amendment is a change in sec-
tion number ; and the Senate recedes.

On amendment No. 188: The House bill provided for the pay-
ment of income, war-profits, and excess-profits taxes in three
installments, at intervals of two months. The Senate amend-
ment provides for the payment of these taxes in four quarterly
installments, the first to be paid at the time fixed by law for
filing the return. The House recedes with amendments making
clerical changes and providing that where an extension of time
for filing a return is granted, the time for payment of the first
installment shall be postponed until the expiration of the exten-
sion, but the time for payment of the other installments shall
not be postponed unless the commissioner so provides in grant-
ing the extension.

On amendment No. 189: The House bill provided that where
an extension of time for filing an income-tax return is granted
the taxpayer may pay his tax in a single payment on or before
the expiration of the period of extension. The Senate amend-
ment struck out the House provision aml substituted a provision
providing (1) that in the case of any tax of not over $200 paid

at the time of the filing.of the return, there should be allowed o
discount of 1 per cent, and (2) that where an extension of time
for filing the return has beewn granted no interest shall be added
to the tax if the whole amount of the tax is paid on or before
the time the third installment would be due if no extension had
been granted ; and the Senate recedes.

On amendments Nos. 190, 191, and 192 : These amendments are
clerical changes; and the House recedes,

On amendments Nos. 193 and 194: The House bill provided
that if a false or fraudulent return is made with intent to
cvade the tax, in addition to other penalties provided by law
for false or fraudulent returns, there should be added as part
of the tax 100 per cent of the amount of tax understated. The
Senate amendment reduces the penalty to 50 per cent of the tax
understated and provides that this penalty should be in liem
of the penalty provided by section 3176 of the Revised Statutes,
as amended ; and the House recedes.

On amendments Nos. 195, 196, 197, 198, and 199 ;: These amend-
ments are clerical changes; and the House recedes.

On amendment No. 200: This amendment provides, as to any
amount of income tax remaining unpaid after the date when it
is due and for 10 days after notice and demand by the collec-
tor, that if such amount is subject to a bona fide claim for
abatement the 5 per cent penalty shall not be added to the tax
and that interest from the time the amount was due until the
claim is decided shall be at the rate of one-half of 1 per cent
per month ; and the House recedes.

On amendment No. 201 : This amendiment provides that in the
case of the first installment payment of income taxes, the in-
structions printed on the return shall be deemed to be sufficient
notice of the date when the tax is due and sufficient demand,
and the taxpayer’'s computation of the tax on the return shall
be deemed suflicient notice of the amount due; and the House

On amendment No. 202: This amendment provides that in
any case in which in order to enforce payment of a tax it is
necessary for a collector to cause a warrant of distraint to be
served, there shall also be added as part of the tax the sum of
$5; and the House recedes.

On amendment No. 203; The effect of this amendment is to
prevent taxpayers departing from the United States or remov-
ing their property therefrom before the close of the regular
taxable year in order to avoid payment of the income taxes;
and the House recedes.

On amendment No, 204 : This amendment provides that inter-
nal-revenue collectors shall only give receipts for income taxes
upon request; aml the House recedes.

On amendment No. 205: The House bill provided that no
credit or refund for income, war-profits, or excess-profits taxes
shall be allowed or made after two years from the date when
the return was due unless before the expiration of the two-year
period a claim for such credit or refund is filed by the taxpayer.
The Senate struck out this limitation and in amendment No.
207 increased the period in which claims for credit or refunds
ean be made to five years; and the House recedes,

On amendment No. 206 : This amendment is a clerical change;
and the House recedes.

On amendment No, 207 : This amendment increases the period
for which claims for credits or refund of income, excess profits,
or war profits can be made from the two-year period provided
in the House bill to five years; and the House recedes.

On amendment No. 208: This amendment is a clerical change;
and the Senate recedes. g

On amendment No. 209: This amendment authorizes the
Commissioner of Internal Revenue to require personal service
corporations to render returns of dividend payments, stating the
name and address of each stockholder, the number of shares
owned by him, and the amount of dividends paid to him; and
the House recedes.

On amendment No. 210: The House bill authorized the Com-
missioner of Internal Revenue to require every individual, cor-
poration, or partnership doing business as a broker on any
exchange or board of trade or other similar place of business
to render a return showing the names of customers for whom
such individual, corporation, or partnership has transacted any
business, with such details as to the profits, losses, or other
information which the commissioner may require, as to each
of such customers, as will enable the commissioner to deter-
mine whether all income tax duoe on profits or gains of such
customers has been pald. The Senate amendment broadened
the House provision to allow the commissioner to require this
information from all brokers; and the House recedes.

On amendment No. 211: The House bill required all indi-
vidualg, corporations, and partnerships making payment to
another individual, corporation, or partnership of interest, rent,
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salaries, wages, premiums, annuities, compensations, remunera-
tions, emoluments, profits, and income of $1,000 or more in any

taxable year, to render an information return to the commis- |,

sioner setting forth the amount of such gains, profits, and
income, and the name and address of the recipient of such pay-
ment. The Senate amendment broadens this provision to re-
quire the aforementioned information with reference to all such
payments made * at the rate of ” $1,000 or more in any taxable
year; and the Senate recedes,

On amendment No. 212: The House bill provided that the
foregoing information returns should be in such manner and
form as the commissioner, with the approval of the Secretary,
may prescribe, setting forth the amount of gains, profits, and
income, and the name and address of the recipient of such pay-
ments. The Senate amendment provides that this information
shall be given “to such extent” as may be prescribed by the
commissioner, with the approval of the Secretary; and the
House recedes.

On amendment No. 213: The House bill required all income-
tax returns to be filed in the office of the commissioner. The
Senate amendment struck out this requirement; and the House
recedes.

On amendment No. 214: The House bill authorized the proper
officers of any State “imposing an income tax to which corpo-
rations are subject,” upon the request of the governor thereof,
to have access to the return of any corporation. The Senate
bill gave this authority whether or not the State imposed an
income tax. The House recedes with an amendment providing
that the proper officers of any State imposing an income tax
may, upon the request of the governor thereof, have access to
the returns of any corporation.

On amendment No. 215: This amendment provides that all
bona fide stockholders of record owning 1 per cent or more of
the outstanding stock of any corporation shall, upon making
request of the commissioner; be allowed to examine the annual
income returns of such corporation and of its subsidiaries:
and the House recedes, with an amendment providing a penalty
for disclosing any information so obtained. i

On amendment No. 216: The House bill required the commis-
sioner to have prepared each year and made available to public
inspection in the office of each collector a list containing the
names in alphabetical order and the post-office addresses of all
individuals making income-tax returns in such district. The
Senate amendment authorizes the commissioner to prepare and
make public these lists in such manner as he may determine,
The House recedes with an amendment providing that the lists
of income-tax payers of each respective collection district must
be available to public inspection in the office of the collector
and at such other place and in such manner as the commis-
sioner may determine. :

On amendment No. 217: The House bill required the fore-
going lists to be in alphabetical order. The Senate amendment
strikes out this requirement; and the House recedes.

On amendment No, 218: The House bill required that there
should be made available to public inspection in the office of the
collector of each district the names and post-office addresses of
all individuals making income-tax returns in *“ such district.”
The Senate amendment strikes out the words quoted; and the
Senate recedes.

On amendment No. 219: The House bill provided that in Porto
Rico and the Philippine Islands the income tax shall be levied,
assessed, collected, and paid in accordance with the provisions
of the revenue act of 1916, as amended by the revenue act of
1017, and gave the Porto Rican or Philippine Legislature power
by due enactment to amend, alter, modify, or repeal the income-
tax laws in force in Porto Rico or the Philippine Islands, respec-
tively. The Senate amendment strikes out this provision and
incorporated it in amendment No. 221 which is the new section
261 ; and the House recedes.

On amendment No. 220: This amendment provides that any
individual who is a citizen of any possession of the United States
and who is not a resident of the United States shall be subject
to income taxes under this act only as to income derived from
soureces within the United States; and the House recedes with a
clerical amendment.

On amendment No. 221: This amendment provides that the
fncome tax in Porto Rico and the Philippine Islands shall be
imposed in accordance with the provisions of the revenue act of
1916, as amended; defines the classes of taxpayers who shall
make returns in such possessions; defines the classes of persons
who are to be taxed in such possessions as nonresident aliens amd
as foreign corporations; and empowers the Porto Rican and the
Philippine Legislatures to amend or repeal the income-tax laws
in foree in such possessions; and the House recedes with an

- amendwent providing-that a tax-imposed in. such possessions'

upon the net income of a corporation shall not be considered to
be a tax under this title.

On amendment No. 222: This amendment levies a tax of 100
per cent upon the excess over $500 of campaign contributions
contributed in the aggregate during any taxable year for the
purpose of influencing the results of elections to which candi-
dates for Members of the House of IRRepresentatives or for United
States Senator or for presidential electors are to be nominated
or elected; and the Senate recedes.

On amendment No. 223: Title 11T in the House bill bore the
title “ War profits and excess-profits taxes.” The Senate amend-
ment makes this read “ War excess-profits tax ”; and the Senate
recedes.

On amendments Nos. 224, 225, and 226 : These amendments are
clerical changes: and the House recedes.

On amendment No. 227 : This amendment is a clerical change
made necessary by amendment 233 ; and the House recedes.

On amendments Nos. 228, 229, and 230 : These.amendments are
clerical changes made necessary by and explained in connection
with amendment 231 ; and the House recedes.

On amendment. No. 231: The House bill provided an alterna-
tive war profits and excess-profits tax .computed according to

whichever of the two methods yielded the higher amount of tax, °

The tax under the excess-profits method was computed at the
following rates: Thirty-five per cent of the amount of the net
income in excess of the excess-profits credit and not in excess of
15 per cent of the invested eapital for the taxable year; 50 per
cent of the amount of the net income in excess of 15 per cent
and not in excess of 20 per cent of such capital; and T0 per cent
of the amount of the net income in excess of 20 per cent of the
capital. The tax as computed by the war-profits method was 80
per cent of the amount of the net income in excess of the war-
profits credit. The above rates applied to the taxable year 1918
and each taxable year thereafter.

The Senate amendment combines the war-profits and excess-
profits methods in a single schedule, inserting the 80 per cent
war-profits tax as the third bracket; changes the excess-profits
rates from 35 per cent, 50 per cent, and 70 per cent to 30 per
cent and G0 per cent; makes the above rates and the war-profits
tax applicable only to the year 1918 and adopts the following
excess-profits tax rates for the taxable year 1919 and each tax-
able year thereafter : Twenty per cent of the amount of the net
income in excess of the excess-profits credit and not in excess
of the invested capital; 40 per cent of the amount of the net in-
come in execess of the invested capital. The Senate amendment
also contains a provision that for the purposes of the Federal
railroad-control act approved March 21, 1918, the tax imposed
by this title shall be treated as levied by an act in amendment of
Title II of the revenue act of 1917, thus making it certain that
the war-profits and excess-profits tax, so far as applicable to
transportation systems now under Federal control, shall be borne

by the owners of such systems.

The House recedes with amendments: (1) Fixing the excess-
profits tax rates for the taxable year 1918 at 30 per cent of the
amount of the net income in excess of the excess-profits credit
and not in excess of 20 per cent of the invested capital, and 63
per cent of the amount of the net income in excess of 20 per
cent of the invested capital; and (2) continuing these rates for
the taxable year 1918 into the taxable year 1919 and succeeding
years with respect to the net income of each corporation. which
derives in any such year a net income of more than $10,000 from
any Government contract or contracts made between April G,
1917, and November 11, 1918, both dates inclusive—the tax upon
corporations of this class being equal to the sum of the follow-
ing: (a) Such a portion of a tax computed at the 1918 rates ns
the part of the net income attributable to such Government con-
tract or contracts bears to the entire net income ; plus (b) such au
portion of a tax computed at the rates for 1918 and thereafier
as the part of a net income not attributed to such Government
contract or contracts bears to the entire net income.

On amendment No. 232: The House bill limited the tax in the

case of corporations whose invested eapital or net income for the

taxable year did not exceed $50,000. The Senate amendment
strikes out this limitation and substitutes a general provision
limiting the tax upon the amount of the net income in excess of
$3,000 and not in excess of $20,000; and the House recedes with
amendments making clerical changes,

On amendment No. 2383 : The House bill (in section 303) pro-
vided a special rate of 20 per cent of the net income in excess of
$£3,000 in the case of a corporation, the earnings of which are to
be aseribed primarily to the activities of the prineipal owners or
stockholders who are themselves regularly engaged in the active
conduct of the affairs of the corporation. The Senate amend-
ment . strikes out this provision, having defined (by amendment
11) the above class of corporations as “ personalservice corpora-
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tions " and having provided (by amendments 92 and 132) that
they should be exempt from income, war-profits, and excess-
profits taxes and be treated as partnerships. The Senate amend.
ment also inserted, as section 303, an amendment providing for
the taxation of a corporation, the net income of which is derived
in part (1) from a trade or business in which the employment
of capital is necessary, and in part (2) from a separate trade
or business, which, if constituting the sole trade or business,
would bring it within the class of * personal-service corpora-
tiong.” The House recedes with amendments making clerical
changes.

On amendments Nos. 234 and 235: Amendment 234 pro-
vided—as part of the Senate plan of insurance taxation—that
certain insurance companies should be exempted from war tax
and excess-profits taxes. The House recedes with an amend-
ment striking out the Senate amendment and inserting here
the language of amendment No. 235, from which the Senate
recedes. The restored matter provides that any corporation
whose net income for the taxable year is less than §$3,000 shall
be exempt from taxation under this title.

On amendment No. 236: This amendment provides that in the
case of any corporation engaged in the mining of gold the por-
" tion of the net income derived from the mining of gold shall be
exempt from the war-profits and excess-profits tax; and the
House recedes with an amendment providing that the tax on
the remaining portion of the net income shall be the propor-
tion of a tax computed without the benefit of this exemption
which sueh remaining portion of the net income bears to the
entire net income.

On amendments Nos, 237, 238, and 239: These amendments
are clerical changes necessitated by the amalgamation of the
war-profits and excess-profits methods explained in connection
with amendment 231 ; and the House recedes.

On amendment No. 240: In ecomputing the war-profits eredit
the House bill provided that the average net income for the
prewar period should be increased or diminished by 10 per
cent of the “invested capital added or withdrawn since the
close of the prewar period.” The Senate amendment bases this
allowance on the “difference between the average invested
capital for the prewar period and the invested capital for the
taxable year " ; and the House recedes.

On amendment No. 241 : This amendment is a clerical change
necessitated by amendment 242; and the House recedes,

On amendment No. 242: This amendment provides that if
a corporation was not in existence during the whole of at least

one calendar year during the prewar period its war-profits’

credit shall be the sum of $3,000 and an amount equal to the
same percentage of the invested capital for the prewar period
of corporations engaged in a trade or business of the same
general class as that conducted by the taxpayer, but such
amount shall in no case be less than 10 per cent of the invested
capital of the taxpayer for the taxable year. :

The House recedes with an amendment providing that the
ordinary war-profits credit (i. e., $3,000 plus 10 per cent of the
invested capital for the taxable year) shall apply in the case
of any “new " corporation if (1) a majority of ils stock at
any time during the taxable year is owned or eontrolled, di-
rectly or indirectly, by a corporation which was in existence
during the whole of at least one calendar yenr during the
prewar period, or if (2) 50 per cent or more of its gross in-
come consists of gains, profits, commissions, or other income
derived from a Government contract or contracts made be-
tween April 6, 1917, and November 11, 1918, both dates in-
clusive.

On amendment No. 243 : This amendment is g, clerical change;
and the House recedes with a further clerical change.

On amendment No. 244: This amendment is a clerical change
necessitated by the amalgamation of the war profits and excess
profits methods (explained in connection with amendment 231) ;
und the House recedes.

On amendments No=. 245 and 24G: These amendments are
clerical changes ; and the House recedes.

On amendment No. 247: The Senate amendment as a conse-
quence of the adoption of amendment 159 struck out the allow-
ance for hazard provided for producers or prospectors of oil in
the House bill at this point ; and the House recedes.

On amendment No. 245 : This amendment is a clerical change;
and the Honse recedes.

On amendment No. 249 : This amendment provides that a cor-
responding part of the capital invested in * inadmissible assets ™
shinll not be deemed to be inadmissible assets * where all or
part of the interest derived from such assets is in effect in-
cluded in the net income beeause of the limitation on the de-
duction of the interest under paragraph (2) of subdivision (a)
of scetion 234 " ; and the House recedes.

_On amendment No. 250 : This amendment is a clerical change;
and the House recedes.

On amendment No. 251: The term “ admissible assets” Is by
this amendment defined to mean “all assets other than inad-
missible assets, valued in accordance with the provisions of sub-
division (a) of section 326, section 330, and section 331”7 ; and
the House recedes,

On amendment No. 252: This amendment provides that the
par vaiue of stock or shares shall, in the ease of stock or shares
issued at a nominal value, be deemed to be the fair market value
as of the date or dates of issue of such stock or shares; and
the House recedes.

On amendment No. 253 : This amendment is a clerical change ;
and the House recedes.

On amendment No. 254: The House bill provided that tangi-
ble property should be included in invested capital in an amount
not to exceed the par value of the original stock or shares spe-
cifically issued therefor. The Senate amendment adds the fol-
lowing qualification: “ Unless the actunal cash value of such
tangible property at the time paid in is shown to the satisfac-
tion of the commissiopsr to have been clearly and substantially
in excess of such par value, in which case such excess shall he
treated as pald-in surplus.” The House recedes with an amend-
ment providing that the commissioner shall keep a detailed
record of all cases in which tangible property is included in
invested capifal at a value in excess of the stock or shares
issued therefor, which record shall be furnished when reqguired
by resolution of either House of Congress, without regard to
the restrictions contained in section 257,

On amendment No. 255 : This amendment is a clerical change;
and the House recedes.

On amendment No. 256: The House bill specifically provided
that “paid-in or earned surplus and undivided profits™ should
not include the increase in the value of any asset above the orig-
inal eost until such increase is acfually realized by sale. This
was stricken out by the Senate amendment as surplusage and
merely declaratory of anaccepted general prineiple controlling the
whole computation of invested capital; and the House recedes.

On amendment No. 257 : The House bill limited to 20 per cent
of the par value of the {otal stock or shares of the corporntions
outstanding on March 3, 1917, the aggregate allowance which
may be made for intangible property paid in for stock or shares
prior to March 3. 1917. The Senate amendment increased this
limit to 30 per cent; and the House recedes with an amendment
changing the 30 per cent to 25 per cent.

On amendment No. 258: The House bhill excluded from *in-
vested capital ” intangible property (other than patents and
copyrights) paid in for stock or shares on or after March 3,
1917. The Senate amendment permits all intangible property
bona fide paid in for stock on or after March 3, 1017 (subject
to the limitation noted in amendment 259), to be included in
invested eapital; and the House recedes.

On amendment No. 259. The House bill limited to 20 per cent
of the par value of the total stock or shares outstanding at the
beginning of the taxable year the aggregate allowance which
may be made (in computing invested capital) for patents and
copyrights paid in for stock or shares on or after March 3,
1917. The Senate amendment inereased this limit to 30 per
cent (having by amendment 258 also allowed other intangible
property to be included) ; and the House recedes with amend-
ments changing the 30 per cent to 25 per cent., and providing
that in no ecase shall the total allowance for intangible property
paid in for stock or shares before, on, or after March 3, 1917,
exceed in the aggregate 25 per cent of the par value of the tutal
stock of shares outstanding at the beginning of the taxable year.

On amendment No. 260: This amendment strikes out the
House provision excluding from “ invested capital ” intangible
property (other than patents and copyrights) paid in for stock
or shares on or after March 3, 1917; and the House recedes.

On amendment No. 261 : This amendment provides that there
shall be deducted from invested capital as defined in saction 326
a percentage equal thercof to the percentage which the amount
of inadmissible assets is of the amount of the admissible and
inndmissible assets held during the taxable year, except in the
case of certain dealers in securities, insurance companies, banks,
banking associations, loan or trust companies; nnd the House
recedes with an amendment striking out the exception.

On amendment No. 262 : This amendment strikes out the defi-
nition provided in the House bill of the invested capital of a
foreign corporation (see amendment No. 263), makes clerical
changes in the method of computing the invested capital for a
fractional part of a year, and defines the average invested
capital for the prewar period ; and the House recedes.

On amendment No, 263: The House bill in the so-called re-
lief provisions provided that in certain specified cases the
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invested capital of a corporation shall be the amount which
bears the same ratio fo the net income of the corporation for
the taxable year as the average invested capital for the taxable
year of representative corporations engaged in a like or similar
trade or business bears to their average net income for such year.

The Senate amendment increases the classes of cases in
which the tax is to be fixed by reference to the experience of
representative corporations; includes therein all foreign cor-
porations (see amendment 262), and provides that in such
cases the tax shall be the amount which bears the same ratio
to the net income of the taxpayer (in excess of the specific ex-
emption of $3,000) for the taxable year as the average tax of
representative corporations engaged in a like or similar trade
or business bears to their average net income (in excess of the
gpecific exemption of $3,000) for such year.

The House recedes with amendments:

(1) Making clerical changes;

(2) Consolidating a number of separate classes or cases dif-
ferentiated in the Senate amendment into a single class of cases
in which “wupon application by the corporation the commis-
sioner finds and so declares of record that the tax if determined
without benefit of this section would, owing to abnormal condi-
tions affecting the capital or income of the corporation, work
upon the corporation an exceptional hardship evidenced by
gross disproportion between the tax computed without benefit
of this section and the tax computed by reference to the repre-
sentative corporations specified in section 828. This subdivi-
sion shall net apply to any case in which the tax (computed
without benefit of this section) is high merely because the cor-
poration earned within the taxable year a high rate of profits
upon a normal invested eapital, nor in which 50 per cent or
more of the gross income of the corporation for the taxable
year (computed under sec. 233 of Title II) consists of gains,
profits, connuissions, or other income, derived on a cost-plus
basis from a Government contract or contracts made between
A;})‘In 6, 1017, and November 11, 1918, both dates inclusive®
ai

(3) Providing (since the taxpayer, in cases falling under this
section, does not know the basis on which the final assessment
will be made) that the return shall be made and the first in-
stallments of the tax computed on the basis of a tax egqual to
50 per cent of the net income, in any case in which the tax as
computed without benefit of this section is 50 per cent or more
of the net income, and that where the tax, as computed without
benefit of this section Is less than 50 per cent of the net income,
then the installments shall in the first instance be computed
upon the basis of such tax.

On amendments Nos. 264, 263, 206, and 267: These amend-
ments are clerical changes; and the House recedes,

On amendment No. 268: The Senate amendment strikes out
the House provision that in the case of a corporation making a
return on the basis of a fiseal year the ratio (between the
average invested capital and the average net income of repre-
sentative corporations) for the calendar year ending during such
fiscal year shall be used; and the House recedes.

On amendment No. 269: This amendment is a elerical change
necessitated by amendment 263 ; and the House recedes.

On amendment No. 270 : This amendment is a clerical change;
and the House recedes with an amendment making another
clerical change.

On amendment No. 271: This is a elerical change; and the
House recedes.

On amendments Nos, 272, 273, 274, and 275: These amend-
ments are clerical changes; and the Senate recedes.

On amendment No. 276: This amendment provided that noth-
ing contained in section 330 relating to the reorganization, con-
golidation, or change of ownership after January 1, 1911, of a
trade or business now carried on by a corporation should be so
construed as to conflict with the provisions of section 320; and
the Senate recedes.

On amendment No. 277: The House bill provided that in the
case of reorganizations, ete., if the predecessor trade or business
was carried on by a partnership or individual the net income
for the prewar period should be aseertained and returned upeon
the same basis as provided for partnerships and individuals in
Title II. The Senate amendment provides that in such cases
the net income for the prewar period shall be ascertained and
returned upon the basis provided for corporations in Title IT,
including a reasonable deduction for salary or compensation to
each partner or the individual.

The House recedes with an amendment providing that in
the case of the reorganization as a corporation before July 1,
1919, of certain trades or businesses previously owned by a
partnership or individual the net income of such trade or busi-

ness from January 1, 1918, to the date of such reorganization
may, at the option of the individual or partnership, be taxed
as the net income of a corporation is taxed under Titles II and
III; in which event the undistributed profits of such trade or
business shall not be subject to surtaxes, but amounts dis-
tributed on or after January 1, 1918, from the earnings of such
trade or business shall be taxed to the recipients as dividends,
and any taxpayer availing himself of this option is required to
pay the capital stock tax as if such taxpayer had been a corpora-
tion on and after January 1, 1918, with a capital stock having
no par value.

On amendment No. 278: This amendment extends certain
House provislons relating to the reorganization, consolidation,
or change of ownership of a trade or business, to include
“change of ownership of property ™ ; and the House recedes.

On amendments Nos. 279, 280, and 281: These amendments
are clerical changes dependent upon amendment 278; and the
House recedes.

On amendment No, 282: This amendment provides that in
cases of reorganization, ete., if the previous owner was not a
eorporation then the value of any asset transferred or received
shall be taken at its cost of acquisition at the date when
acquired by such previous owner; and the House recedes with
an amendment making a clerical change.

On amendments Nos. 283 and 284: These amendments are
clerical changes; and the House recedes.

On amendment No. 285: In the case of corporations making
refurn for a fiscal year g in 1917 and ending in 1918
the House bill provided that the entire net income (for pur-
poses of computing the war-profits and excess-profits tax)
should be determined under Title IT of this act. The Senate
amendment alters the methods of computing both the net income
and the tax, in such cases, by providing that the tax for the
first taxable year under this title shall be (1) the same propor-
tion of a tax for the entire period computed under Title IT of
the revenue act of 1917 which the portion of such period fall-
ing within the calendar year 1917 is of the entire period, and
(2) the same proportion of a tax for the entire period computed
under this title which the portion of such period falling within
the calendar year 1918 is of the entire period. The Senate
amendment also contains certain necessary provisions required
by the exemption of personal service corporations from war-'
profits and excess-profits tax. The House recedes with amend-
ments making cleriecal changes.

On amendment No. 28G: This amendment is a
change; and the House recedes.

*On amendment No. 287: This amendment strikes out the
House provision prohibiting the use of the so-called consolidated
return; and the House recedes.

On amendment No. 288: This amendment provides that in
the case of a bona fide sale of mines, oil or gas wells, or any
interest therein, where the par value of the y has been
demonstrated by prospecting or exploration and discovery work
done by the taxpayer, the portion of the tax imposed by the
excess-profits title atiributable to such sale shall not exceed
20 per cent of the selling price of such property or interest;
and the House recedes.

On amendment No, 289: The House bill imposed a tax upon
the transfer of the net estate of every decedent dying after the
passage of this act based upon the total value of the net estate
regardiess of the number of shares into which it was divided
among the various beneficiaries (substantially the same as the
present law at increased rates). The Senate amendment strikes
out this tax and in lien thereof imposes an inheritance tax
based upon the value of the beneficial interests passing to each
individual beneficiary, with much lower rates than the House
bill and much smaller revenue return. The House recedes with
an amendment restoring the provisions of the House bill, with
the following changes:

1. Exempting from the tax under this act and the existing law
the transfer of the net estate of any decedent who has died or
may die while serving in the military or naval forces of the
United States in the present war or from injuries received or dis-
ease contracted while in such service.

2. Changing from three years to two years the period of time
within which a transfer of a material part of his property by a
decedent before his death shall be deemed to have been made
in contemplation of death.

3. Allowing as a deduction in computing the net estate the
amount of all bequests, legacies, and devises to the United
States or a State or a political subdivision thereof for publie
purposes, or to a eorporation organized and operated exclusively
for religious, charitable, scientifie, literary, or educational pur-
poses, or to a trustee exclusively for such purposes.

clerieal
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4, Extending from two years to three years the maximum
time to which the commissioner may extend the time for the
payment of the tax.

5. Making other minor administrative changes.

6. The following table shows the rates of the House bill and
as agreed to in conference:

Rates on net estates
under—
Amount of net estate (an exemption of $50,000 is allowed estates
of residents of the United States in computing the value of Cotifer-
net estate). = S Hotse
Agree- bill.
ment,
Per cent. | Per cend.
Not cxowdis%s £50,000. . R Tt 1 3
000 2 [
5 3 9
5 4 12
6 15
8 15
10 18
12 18
14 21
16 M
18 n
20 30
2 35
25 40

On amendment No. 200: The House bill made the transporta-
tion taxes effective November 1, 1918. The Senate bill made
them effective April 1, 1919; and the House recedes,

On amendment No. 201: The House bill exempted from the
passenger tax the amounts paid for transportation the fare for
which does not exceed 35 cents. The Senate amendment in-
creased this exemption to 42 cents; and the House recedes.

On amendment No, 202: This amendment limits the 8 per
cent tax on passenger fares over transportation lines which are
in competition with foreign lines so that such tax shall not
exceed the amount of transportation tax to which foreign trans-
portation companies are subjected by their Governments. The
House recedes with an amendment confining the limitation or
exemption to passenger traffic between American ports on water
lines which are in competition between American ports with
foreign water transportation lines from adjacent foreign ports.

On amendment No. 208: This amendment confines the tax on
the amount paid for seats, berths, or staterooms in parlor cars
or on vessels to such facilities when used in connection with
transportation upon which the passenger tax is imposed; and
the House recedes.

On amendment No. 294: The House bill imposed a tax of 6%
per cent on the amount paid for the transportation of oil by
pipe line. The Senate amendment increases this tax to 8 per
cent ; and the House recedes.

On amendment No. 285: This amendment provides that the
taxes upon transportation and other facilities shall not be im-
posed upon any payment received for services rendered to the
United States or to any State or Territory or the District of
Columbia ; and the House recedes.

On amendment No. 206: This amendment provides that the
taxes upon transportation and other facilities shall without as-
sessment by the commissioners or motice from the collectors be
due and payable to the collectors at the time of filing each
monthly return and provides a penalty for nonpayment; and the
House recedes.

On amendment Neo. 297: The House bill imposed a tax
equivalent to 8 cents on each $100 or fractional part thereof
of the amount for which any life is insured. In the case of
group life insurance, covering groups of not less than 25 lives
in the employ of the same person for the benefit of persons
other than the employer, the House bill imposed a tax equiva-
lent to 4 cents on each $100 of the aggregate amount for which
the group policy is issued and of any net increase in the amount
of insurance under such policies. It also reenacted the tax
under existing law of 1 cent on each dollar or fractional part
thereof of the premium charged under cach policy of marine,
inland, and fire insurance without change. The House bill also
substantially reenacted the tax levied under existing law of 1
cent on each dollar or fractional part thereof of the premium
charged under each casualty insurance policy.

The Senate bill presented an entirely new scheme of insur-
ance taxation by which the income, excess profits, war profits,
capital stock, and premium taxes upon insurance companles
other than life and mutual insurance companles were replaced
by premium taxes at higher rates than have been heretofore
imposed. As part of this plan the premium taxes upon issuance

of insurance policies (including life insurance policies) pro-
vided in the House bill was stricken out by the Senate in this
amendment.

The House recedes with amendments making clerical changes;
restoring the House tax provision on the issuance of insurance
policies; and providing that such taxes shall be due and pay-
nble, without assessment or notice, at the time fixed for filing
return and that if not paid when due there shall be added as
part of the tax a penalty of 5§ per cent, together with interest
at the rate of 1 per cent for each full month, from the time
when the tax became due.

On amendment No. 208: This amendment is a clerical change;
and the House recedes.

On amendment No. 209: The House bill imposed a tax on
nonbeverage alcohol of $4.40 per preof gallon or wine gallon
when below proof. The Senate bill reduced this rate to $2.20;
and the House recedes.

On amendment No. 300: The House bill' levied a tax upon
beverage alcohol of $8 per proof gallon or wine gallon when
below proof. The Senate reduced this rate to $6.40, and the
House recedes. -

On amendment No. 301: Distilled spirits stored under bonds
in accordance with the law are subject after eight years to
tax whether withdrawn or not. The approaching period of
prohibition provided by the food-stimulation act would there-
fore force the payment either by owners or sureties of large
sum of taxes upon spirits which could not be lawfully sold
or removed from the warehouse. To meet this situation the
Senate bill provides in this amendment that the tax on dis-
tilled spirits intended for beverage purposes shall not be paya-
ble on such spirits while stored in any distillery, bonded ware-
house, or special or general bonded warehouse, and which,
pursuant to any act of Congress, or proclamation of the Presi-
dent of the United States, can not be lawfully sold or removed
from such warehouse during the period of prohibition; and all
warehousing bonds or transportation and warehousing bonds
conditioned for the payment of tax on any such spirits so
stored on the date such prohibition takes effect shall, as to all
such spirits actually so stored, be canceled and discharged,
provided the distiller of such spirits shall, in lien of such
bonds and prior to their cancellation, execute a bond in a penal
sum of not less than $10,000, with sureties satisfactory to the
collector of the district conditioned that the principal shall,
during the period of such prohibition, safely cause to be kept in
good condition all such spirits and the warehouse in which the
same are stored, and shall not remove or suffer to be removed
from the warehouse, contrary to law, any such spirits during
the period of such prohibition. The distiller may also be per-
mitted to retain in any such bonded warehouse distilled spirits
on which, under the terms of any existing bond, the tax im-
posed thereon becomes due and payable prior to the date such
prohibition takes effect, but on the removal of such prohibition
the distiller shall, as to all spirits as to which the bonded period
fixed by law has not expired and which remains stored in ware-
house, execute new and satisfactory bond in the form required
by existing law conditioned for the payment of the tax on all
such spirits.

The amendment also authorizes upon the withdrawal of the
distilled spirits from bonded warehouses, after the period of
prohibition has ended, an allowance (in addition to that allowed
by existing law) for loss by leakage or other unavoidable cause,
not exceeding 1 proof gallon as to packages of a capacity of not
less than 40 wine gallons; and a like additional allowance of
1 proof gallon as to each package withdrawn may be made for
each period of four months, or a fraction thereof, for such
spirits as shall have remained in warehouse during the period
of prohibition and after the expiration of the maximum leakage
period fixed by existing luw.

The amendment also provides that liquors which may be in
any customs bonded warehouse under the customs laws on the
date such prohibition takes effect shall be permitted to remain
therein without payment of any taxes or duties thereon, beyond
the three-year period provided in section 2971 of the Revised
Statutes, during such period of prohibition; and may be ex-
ported at any fime during such extended period. Any imported
spirits, wines, or other liquors as to whiclr the three-year
bonded period may expire after the passage of this act and
prior to the date such prohibition takes effect may, at the op-
tion of the owner, remain in bond during such period of pro-
hibition ; and the House recedes.

On amendment No. 802: This amendment is a clerieal change;
and the House recedes.

On amendment No. 303: The House bill imposed a fax upon
perfume containing distilled spirits of $3.30 per wine gallon.
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The. Senate bill reduced this tax to $§1.10; and the House re-
cedes.

On amendments Nos. 304, 305, 306, 307, 308, 309, 310, and 311:
These amendments are clerical changes; and the House recedes.

On amendment No. 312: The House bill imposed a floor tax
upon distilled spirits for beverage purposes of $4.80 per proof
gallon, and upon spirits for nonbeverage purposes of $2.20.
The Senate imposed a floor tax upon such spirits equal to the
difference between the tax imposed by this act and existing
Jaw. The House recedes with an amendment imposing a floor
iax of $3.20 per proof gallon upon beverage spirits.

On amendments Nos. 313, 314, 3815, 316, 317, 318, and 319:
These amendments are clerical changes; and the House recedes.

On amendment No. 320: This amendment exempts from the
tax on liqueurs, cordials, or similar compounds those not con-
taining sweet wine fortified with grape brandy; and the House
recedes.

On amendment No. 821 : This amendment is a clerical change;
and the House recedes.

On amendment No. 322: The House bill levied npon sweet
wines held for sale on the day after the passage of the act a
floor tax equivalent to 20 cents per proof gallon upon the grape
brandy or wine spirits used in the fortification of the wine,
The Senate amendment increased this tax to 30 cents; and the
House recedes.

On amendment No, 823; This amendment is a clerical change
due to the action upon Senate amendment 318; and the House
recedes.

On amendment No. 324 : This amendment is a clerical change;
and the House recedes.

On amendment No. 325: This amendment makes it lawful to
produce grape wines on bonded winery premises and to trans-
port and use the same and like wines heretofore produced as
distilling material for the production of nonbeverage spirits;
and the House recedes with an amendment striking out the
words “ of fermentation.”

On amendment No. 326: This amendment imposes a penalty
upon anyone who evades or attempts to evade the taxes imposed
upon wines and grape brandy similar to the penalty imposed
upon distilled spirits in section 3256 of the Revised Statutes;
and the House recedes.

. On amendment No. 327 : This amendment is a clerical change;
and the House recedes.

On amendment No. 328: The House bill imposed a tax upon
nonaleoholic cereal beverages of 30 per cent of the price for
which sold; the Senate amendment reduced this rate to 15 per
cent; and the House recedes.

On amendments Nos. 320 and 330: The House bill taxed
unfermented grape juice and all fruit or berry juices at the
game rates as other soft drinks except cereal beverages. The
Senate bill exempted such drinks from tax; and the Senate
recedes. .

On amendment No. 331: The House bill imposed a tax of 20
per cent upon the manufacturer’'s selling price of soft drinks
other than cereal beverages. The Senate bill reduced this tax
with the exception of the action heretofore mentioned in amend-
ments 829 and 330 to 10 per cent. This recession taken in con-
nection with the action upon amendments 329 and 330 makes the
tax upon all soft drinks other than cereal beverages 10 per cent
of thy prices for which sold by the manufacturer, producer, or
importer.

On amendments Nos, 332 and 333: The House bill imposed a
tax of 2 cents per gallon upon all natural mineral waters or table
waters sold at over 10 cents per gallon. The Senate bill in these
two amendments imposed a tax of 5 per cent upon the price for
which sold, whether or not at over 10 cents per gallon; and the
Senate recedes.

On amendment No. 334 : This amendment Is a clerical change;
and the House recedes, L

On amendment No. 335: This amendment provides that the
tax upon soft drinks shall without assessment by the commis-
sioner or motice by the collectors be due and payable to the col-
lectors at the time of the filing of each monthly return, and pro-
vides a penalty for nonpayment ; and the House recedes,

On amendment No. 336: The House bill made the tax wpon
gales at soda fountains and similar places effective November 1,
1918. The Senate bill changed the date to May 1, 1919; and the
House recedes.

On amendments Nos. 337 and 338: The House bill imposed a
tax of 2 cents for each 10 cents or fraction thereof of the amount
paid for soft drinks, ice eream, or other similar articles of food
or drink sold at soda fountains, ice-cream parlors, or other simi-
lar places of business with a proviso that where the charge for

any such article is 7 cents or less the tax shall be 1 cent. The

Senate amendments reduced this tax to 1 cent for each 10 cents
or fraction thereof ; and the House recedes.

On amendments Nos, 339, 340, 341, 342, 343, and 344 : The fol-
lowing table shows the taxes proposed upon cigars in the bill as it
passed the House and Senate and as agreed to in conference :

As agreed
Ttem. House | Semate |¢) i qn.
bill. biL ference,
not more than 3 pounds per 1,000, per
Ol paen gl aneso ¥ perndl por ¥ A00, Hsbers. vl I B o
more than per 1,000, if man-
ufactared oﬁmporsed to retail at—
Less than 5 cents each, per thousand. ........... 5.00 4.00 4.00
More than 5 cents each and not more than 8 cents
o S R S e R 8.00 5.40 6.00
More 8 cents each and not more than 13
cents each, per thousand .....ccccevaeeecncaaans 12.00 9,00 9.0
More than 15 cents each and not more than 20
cents each, per thousand......cuceeevienncanns 16,00 12.00 12,00
More than 20 cents each, por thousand. . . ....... 20.00 | 1500 15.00

On amendments Nos. 345 and 346: The House bill imposed a
tax upon cigarettes weighing not more than 3 pounds per thou-
sand if manufactured or imported to retail at less than 2 cents
each of $4.10 per thousand and of $5.10 per thousand upon those
manufactured or imported to retail at 2 cents or more each.
The Senate bill by amendment 346 strikes out the tax on ciga-
rettes to retail at 2 cents or more each, and the House recedes;
and by amendment 345 makes the rate upon all cigarettes
weighing not more than 8 pounds per thousand, $2.90 per thou-
sand; and the House recedes with an amendment making the
tax upon all such cigareties $3 per thousand.

On amendment No. 347: The House bill imposed a tax upon
cigarettes weighing more than 3 pounds per thousand of $9.60
per thousand. The Senate bill made this tax $7.20; and the
House recedes,

On amendments Nos. 348, 349, and 350: These amendments
are clerical changes; and the House recedes,

On amendment No. 351: The House bill imposed a tax upon
manufactured tobacco and snuflf of 26 cents per pound. The
Senate bill reduced this tax to 18 cents; and the House recedes.

On amendment No. 352: This amendment exempted from foor
tax the following amount of tobaceo stock: Not over 50 pounds
of manufactured tobacco and snuff or 1,000 cigars and not over
3,000 cigarettes held by any person. The House bill gave no simi-
lar exemption ; and the Senate recedes,

On amendments Nos, 353, 354, 355, and 356: The House bill
imposed the following tax upon each pacikage, book, or sheet of
cigarette papers: Each containing more than 25 but not more
than 50 papers, 1 cent; each containing more than 50 but not
more than 100 papers, 2 cents; and each containing over 100
papers, for each 100 or fraction thereof, 2 cents. The Senate bill
reduced the rates to one-half of the House rate; and the House
recedes.

On amendment No. 357: Section 35 of the act of August 5,
1909, provides that * unstemmed leaf tobacco in the natural leaf,
in the hand, and not manufactured or altered in any manner,
raised and grown in the United States, shall not be subject to
any internal-revenue tax or charge of any kind whatsoever, and
it shall be lawful for any person to buy and sell such nnstenuned
tobacco in the leaf, in the hand, without payment of tax of any
kind.”

This amendment repeals the above section and provides that
sales or shipments of leaf tobacco by a dealer in leaf tobacco
shall be in quantities of not less than a hogshead, tierce, case,
or bale, except loose leaf tobacco comprising the breaks on
warehouse floors, and except to a duly registered manufacturer
of cigars for use in his own manufactory exclusively, and that
dealers in leaf tobacco shall make shipments of leaf tobacco
only to other dealers in leaf tobacco, to registered manufacturers
of tobacco, snuff, cigars, or cigarettes, or for export. The amend-
ment also provides that upon all leaf tobacco sold, removed, or
shipped by any dealer in leaf tobacco in violation of the afore-
mentioned provision, or in respect to which no report has been
made by such dealer in accordance with the provisions of sub-
division (b), there shall be levied, assessed, collected, and paid
a tax equal to the tax then in force npon manufactured tobacco,
such tax to be assessed and collected in the same manner as the
tax on manufactured tobacco.

The amendment also provides a penalty for the enforcement of
the same. It is also provided that for the purposes of this section
a farmer or grower of tobacco shall not be regarded as a dealer
in leaf tobacco in respect to the leaf tobacco produced by him.

The House recedes with an amendment making a clerical
change,
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On mnendment No. 358 : The House bill provided that admis-
sion taxes should go into effect November 1, 1918. The Senate
amendment fixed the date as April 1, 1919; and the House
recedes,

On amendments Nos. 359 and 360 : The House bill imposed a
tax of 2 cents for each 10 cents or fraction thereof on the
amount paild for admission to any place with a proviso that
wkere the charge for admission is 7 cents or less, and in the
case of children under 12 years of age where an admission
charge for such children is made, the tax shall be 1 cent. The
Senate amendment reduces this tax to 1 cent for each 10 cents
or fraction thereof of the amount paid for such admission; and
the House recedes,

On amendment No, 361: The House bill imposed upon free
admissions, with exceptions, a tax of 2 cents for each 10 cents
or fraction thereof of the price charged to other persons for
the same accommodations. The Senate amendment reduces this
tax to 1 cent for each 10 cents or fraction thereof of the price
s0 charged to other persons; and the House recedes.

- On amendment No. 362: The House bill imposed upon theater
tickets sold at places other than the box office at not to exceed
50 cents in excess of the sum of the regular price plus the
amount of the ordinary tax of 1 cent for each 10 cents or frac-
tion thereof a tax equivalent to 5 per cent of the amount of
such excess, The Senate amendment increased this to 10 per
cent of the amount of such excess; and the Senate recedes.

On amendment No. 363 : The House bill imposed upon tickets
sold at places other than the box office for more than 50 cents
in excess of the sum of the regular price plus the amount of
the ordinary tax of 1 cent for each 10 cents or fraction thereof,
a tax ecquivalent to 30 per cent of the amount of such excess.
The Senate amendment increases this to 50 per cent of the
amount of such excess; and the House recedes.

- On amendments Nos. 364 and 365: These amendments are
clerical changes; and the House recedes.

On amendment No, 366: The House bill imposed upon per-
sons having permanent boxes or seats or a lease for the use of
such boxes or seats a tax equivalent to 25 per cent of the amount
for which a similar box or seat is sold for each performance at
which such box or seat is used or reserved. The Senate amend-
ment reduces this to 10 per cent; and the House recedes.

On amendment No. 367: The House bill imposed a tax of 2
cents for each 10 cents or fraction thereof of the amount paid
for admission to any public performance for profit at any roof
garden, cabaret, or similar entertainment to which a charge for
admission is wholly or in part included in the price paid for
refreshment, service, or merchandise. The Senate amendment
reduces this to 1 cent for each 10 cents or fraction thereof; and
the House recedes with an amendment making the rate 1% cents
for each 10 cents or fraction thereof.

.On amendment No. 368: This amendment provides that the
admission tax shall not be levied in respect to admissions all
the proceeds of which inure execlusively to the benefit of societies
for the prevention of cruelty to children and animals, or organ-
izations conducted for the sole purpose of maintaining sym-
phony orchestras and receiving substantial support from volun-
tary contributions. The House recedes with an amendment
making clerical changes and providing that if any of the profits
of organizations maintaining symphony orchestras are distrib-
uted to members the exemption shall be allowed.

On amendment No. 369: The House bill provided that the tax
on club dues should go into effect on November 1, 1918. The
Senate amendment fixed the date as April 1, 1919; and the
House recedes with a clerical amendment.

On amendment No. 370: The House bill imposed a tax of 20
per cent upon the amount paid for club dues to social, athletic,
or sporting clubs or organizations. The Senate amendment re-
duces this tax to 10 per cent; and the House recedes

.On amendment No. 371: The House bill made subject to the
tax upon club dues the dues paid to any produce exchange, board
of trade, or other similar organization, or to any stock exchange.
The Senate amendment strikes out this tax; and the House
recedles.

On amendment Nos. 372 and 373: These amendments are
clerieal changées made necessary by the removal of the tax on
dues applicable to stock and produce exchanges; and the House
recedes.

On amendment No. 374: This amendment is a clerical change
striking out language which is reinserted in slightly different
form by amendment No. 431; and the House recedes.

On amendments Nos. 375 and 376: The House bill imposed a
tax upon automobile trucks, automobile wagons, automobile
trailers, or tractors of 5 per cent of the manufacturer’s selling
price, and upon other automobiles or motoreycles a tax of 10
per cent. The Senate amendments exempts from the tax auto-

mobile trucks, automobile wagons, automobile trailers, or trac-
tors, and Imposes a tax of 5 per cent of the manufacturer’s
selling price of automobiles and motoreycles. The House re-
cedes with amendments imposing a tax upon autemobile trucks
and automobile wagons of 3 per cent of the manufacturer’'s
selling price, and in the case of other automobiles and motor-
cycles, except tractors, of 5 per cent upon such price.

On amendments Nos. 377, 878, 370: These amendments are
clerical changes; and the Senate recedes.

On amendment No. 380: The House bill imposed a tax upon
automobile tires, inner tubes, parts, or accessories of 10 per cent
of the manufacturer's selling price when such tires are sold to
any person other than an automobile manufactmer or pro-
ducer. The Senate amendment reduces this tax to 5 per cent;
and the House recedes.

On amendment No. 381 : This amendment is a clerical change ;
and the Senate recedes.

On amendments Nos. 382 and 383: The House bill imposed a
tax upon pipe organs of 10 per cent of the manufacturer's sell-
ing price. The Senate amendment strikes out this tax; and
the House recedes.

On amendment No. 384: This amendment makes music boxes
subject to the musical-instrument tax; and the House recedes.

On amendment No. 385: The House bill imposed a tax upon
musical instruments and records thereof of 10 per cent upon
the manufacturer's selling price. The Senate nmendment re-
duces this tax to 5 per cent; and the House recedes.

On amendment No. 386: The House bill imposed a tax upon
positive moving-picture films, containing a picture ready for
projection, of 10 per cent of the manufacturer's selling or leas-
ing price. The Senate amendment strikes out this tax; and
the House recedes.

On amendment No. 387 : This amendment is a clerical change:
and the House recedes with an amendment making a further
clerical change.

On amendments Nos. 388, 380, and 390: These amendments
are clerical changes; and the House recedes.

On amendment No. 391 : This amendment is a clerical change;
and the House recedes with an amendment making a further
clerical change.

On amendment No. 392: The House bill imposed a tax upon
chewing gum of 6 per cent of the manufacturer’s selling price.
The Senate amendment reduces this to 3 per cent; and the
House recedes.

On amendment No. 393 : This amendment is a clerical change ;
and the House recedes with an amendment making a further
clerical change.

On amendment No. 304: The House bill exempted from the
tax upon cameras those weighing more than 100 pounds each.
The Senate amendment strikes out this exemption; and the
Senate recedes,

On amendment No. 895: This amendment is a clerical change;
and the House recedes with an amendment making a further
clerical change.

On amendment No. 396: The House bill imposed a tax upon
photographic films and plates equivalent to 10 per cent of the
manufacturers selling price. The Senate amendment reduces
this tax to 5 per cent; and the House recedes.

On amendment No. 397 This amendment is a clerical clmnge -
and the House recedes with an amendment making a further
clerical change.

On amendment No. 398: The House bill imposed a tax upon
candy of 10 per cent of the manufacturer’s selling price. The
Senate amendment reduces this tax to 5 per cent; and the House
recedes. :

On aAmendment No. 399 : This amendment is a clerical change;
21“21 (glle House recedes with an amendment making a further

e

On amendments Nos. 400 and 401: These amendments are
clerical changes; and the House recedes.

On amendments Nos. 402 and 403: The House bill lmposed
upon pistols and revolvers a tax of 25 per cent of the manufac-
turer’'s selling price. The Senate amendments reduce this tax
to 10 per cent; and the House recedes.

On amentlment No. 404 : This amendment imposes a tax upon
hunting and bowie knives equivalent to 10 per cent of the manu-
facturer’s selling price. The House recedes with an amendment
making a clerical change in the paragraph number,

On amendment No. 405 : This amendment is a clerical clmuge -
and the Senate recedes.

On amendment No. 406: The House bill imposed a tax upon
bowie knives equivalent to 100 per cent upon -the manufacturer's
selling price. The Senate amendment strikes out this tax and
by Senate amendment No. 404 imposes n tax of 10 per cent on
such knives., In view of the House having agreed to the rate
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imposed by amendment No. 404, the House recedes in this amend-
ment.

On amendment No. 407 : This amendment is a clerical change;
and the Senate recedes.

On amendments Nos. 408 and 409 : The House bill levied a tax
upon electric fans equivalent to 10 per cent of the manufacturer’s
selling price. 'The Senate amendment imposes a tax of 5 per
ceni on portabie electrie fans; and the House recedes.

On amendiment No. 410: This amendment is a clerical change;
and the Senate recedes.

On amendmient No. 411: This amendment is a clerical change;
and the House recedes.

On amendment No, 412:.The House bill imposed a tax upon
thermos and thermostatic bottles and similar containers equiva-
lent to 10 per cent of the manufacturer's selling price. The
Senate amendment reduces this tax to 5 per cent; and the House
recedes.

On amendment No. 413: The House bill imposed a tax upon
tapestries and textiles for furniture coverings or hangings as
interior decorations, and upon woolen rugs, equivalent to 10 per
cent of the manufacturer’s selling price. The Senate amendment
strikes out this tax; and the House recedes.
© On amendment No. 414 : This amendment is a clerical change,
and the House recedes with an amendment making a further
¢lerical change.

* On amendment No. 415: The House bill imposed a tax upon
photographs, productions, or reproductions, equivalent to 10 per
cent of the producer’s selling price. The Senate amendment
strikes out this tax; and the House recedes.
~ On amendment No. 416: The House bill imposed a tax upon
cash registers equivalent to 10 per cent of the manufacturer's
selling price. The Senate amendment strikes out this tax; and
the House recedes.

On amendment No. 417 : This amendment is a clerical change;
and the House recedes with an amendment making a further
clerical change.

* On amerdment No. 418: The House bill imposed upon auto-
matie slot weighing and vending machines a tax equivalent to
10 per cent of the manufacturer’s selling price. The Senate
amendinent reduces this tax to 5 per cent; and the House re-
cedes with an nmendment making the tax 5 per cent in case of
the vending machines and 10 per cent in the case of the weigh-
ing machines.

On amendment No. 419: The House bill in a different section
(sec. 1007, amendment No. 523) provided that on and after
January 1, 1919, every manufacturer of automatic vending or
weighing machines who operates such machines shall pay an-
nually an excise tax equivalent to 5 per cent of the gross amount
received by him from such operation during the preceding year
ending June 30. The Senate by amendment No. 523 struck out
this provision and by amendment No. 419 provided that if the
manufacturer, producer, or importer of any such machine op-
erantes it for profit he shall pay a tax in respect of each such
machine put into operation equivalent to 5 per cent of its fair
market value. The House recedes from amendment No. 419,
but recedes from amendment No. 523 with an amendment adding
to Senate amendment 419 a clause providing that a manufac-
turer, producer, or importer operating such a weighing machine
for profit shall pay a tax in respect of each such machine put
into operation equivalent to 10 per cent of its fair market value.

On amendments Nos. 420 and 421: These amendments are
clerical changes; and the House recedes with amendments mak-
ing further clerical changes.

On amendment No. 422: The House bill imposed upon hunt-
ing garments and riding habits a tax equivalent to 10 per cent
of the manufacturer’s selling price. The Senate amendment
adds shooting garments to the articles covered by this tax; and
the House es,

n amendment No. 423: The House imposed a tax on bathing
suits equivalent to 10 per cent of the manufacturer's selling
price. The Senate amendment strikes out this tax; and the
House recedes.

! On amendment No. 424: The House imposed upon certain
specified furs a tax equivalent fo 10 per cent of the manufac-
turer's selling price. The Senate amendment extends the tax
s0 as to include all articles made out of fur or articles of which
fur is a component material of chief value. The House recedes
with a clerical amendment and with an amendment confining
the tax to articles made of fur on the hide or pelt, or articles of
which any such fur is the component material of chief value.

On amendment No. 425 : This amendment is a clerical change;
and the House recedes with an amendment making a further
clerical change. .

On amendment No. 426 : The House bill imposed upon yachts
and motor boats a tax equivalent to 10 per cent of the builder's

selling price. The Senate amendment exempts from this tax
those “ used exclusively” for trade, fishing, and national de-
fense. The House recedes with an amendment confining the
exemption to those * designed” for trade, fishing, or national
defense.

On amendment No. 427 : This amendment is a clerical change;
and the House recedes.

On amendment No. 428 : This amendment is a clerical change;
and the House recedes with an amendment making a further
clerical change.

On amerdment No. 429: This amendment is a clerfcal change;
and the House recedes.

On amendment No. 430 : The House bill imposed upon toilet
soaps and soap powder a tax equivalent to 10 per cent of the
manufacturer’s selling price; the Senate amendment reduces
this tax to 3 per cent; and the House recedes.

On amendment No. 481: This amendment inserts in slightly
different form matter already stricken out by amendment No.
374; and the House recedes.

On amendments Nos. 432, 433, 434, 435, 436, 437, 438, 439, and
440: The House bill contained a provision to prevent evasion
of the tax on articles sold by a manufacturer by selling them
at less than the fair market price. The Senate amendments
extend this provision to cover the leasing or licensing for exhi-
bition of motion-picture films at less than the fair markef
price; and the House recedes.

On amendment No. 441 : The House bill imposed upon gasoline
suitable for motor power, sold by the manufacturer, refiner, or
importer, a tax of 2 cents a gallon. The Senate amendment
strikes out this tax; and the House recedes.

On amendment No. 442: This amendment is a chznge in sec-
tion number ; and the House recedes.

On amendments Nos. 443, 444, 445, and 446: The House bill
imposed upon sculpture, paintings, and statuary seold by any
person other than the artist a tax equivalent to 10 per cent of
the price for which so sold. Senate amendment No. 443 adds
to this list art porcelains and bronzes; and the House recedes.
Amendment No. 444 adds to this list antique furniture sold by
any person; and the Senate recedes. Amendment No. 44D re-
dueces the rate from 10 per cent to 5 per cent; and the Senate
recedes, Amendment No. 446 provides that the tax shall not
apply to the sale of any such article to an educational institu-
tion or art museum. The House recedes with an amendment
confining the exemption to sales to educational institutions or
public art museums.

On amendment No. 447 : This amendment is a change in sec-
tion number ; and the House recedes. :

On amendments Nos. 448 and 449: These amendments are
clerical changes; and the House recedes.

On amendment No. 450: This amendment provides that the
excise taxes imposed in Title IX shall without assessment by the
commissioner or notice from the collector be due and payable to
the collectors at the time of filing each meonthly return, and
provides a penalty for nonpayment; and the House recedes.

On amendment No. 451 : This amendment is a change in sec-
tion number ; and the House recedes.

On amendment No. 452: The House bill provided that the tax
on the excess amount paid for certain articles should go into
effect on November 1, 1918. The Senate amendment changes
this date to May 1, 1919; and the House recedes.

On amendment No. 453 ; The House bill imposed a tax equiva-
lent to 20 per cent of so much of the amount paid for certain
articles (specified in section 905 of such bill) as is in excess of
the price specified in such section as to each such article-when
sold for consumption or use. The Senate amendment reduces
this to 10 per cent; and the House recedes.

On amendment No. 454: This amendment limits the applica-
tion of the tax referred to in the preceding amendment to arti-
cles sold by a dealer. The House recedes with an amendment
making the limitation apply to articles sold by or for a dealer
or his estate.

On amendment No. 455: This amendment strikes from the
articles subject to tax referred to under amendment No. 453,
men’s and boys' suits or overcoats and women's and misses’
sunits, cloaks, coats, and dresses; and the House recedes,

On amendments Nos, 456, 457, 458, 459, 460, 461, 462, 463,
464, 465, and 466: These amendments are all clerical changes;
and the House recedes. i

On amendment No. 467: This amendment exempts from the
tax referred to under amendment No. 453 articles made out of
fur or of which fur is the component material of chief valuc.
The House recedes with an amendment confining the exemption
to articles made of fur on the hide or pelt or of which any such
fur is the component material of chief value.




3000

CONGRESSIONAL RECORD—HOUSE.

FEBRUARY 8,

- On amendment No. 468 : This amendment is a clerical change;
and the House recedes.

On amendment No, 460 : This amendment is a clerical change;
and the House recedes with an amendment making a further
clerical change.

On amendment No. 470 : This amendment is a clerical change
made necessary by the adoption of amendment No. 455 ; and the
House recedes.

On amendment No. 471. This amendment is a change in sec-
tion number ; and the House recedes. -

On amendment No. 472: The House bill provided that the jew-
elry tax should go into effect on November 1, 1918, The Senate
mmmt changes this date to April 1, 1919; and the House

es.

On amendment No, 473: The House bill imposed a tax upon
articles made of, or ornamented, mounted, or fitted with, precious
metals or imitations thereof or ivory. The Senate amendment
excludes surgical instruments falling within this class; and the
House recedes.

On amendment No. 474: This amendment confines the jewelry
tax imposed by the House to articles sold by a dealer. The
House recedes, with an amendment making the tax applicable
when the article is sold by or for a dealer or his estate.

On amendment No. 475: The House bill imposed upon jewelry
and similar articles when scld for consumption or use a tax
equivalent to 10 per cent of the price for which sold. The Sen-
ate amendment reduces this to b per cent ; and the House recedes.

On amendment No. 476: The House bill provided that the jew-
elry tax should not apply to articles sold by any person whose
prinecipal business is not the sale of such articles for consumption
or use and whose gross receipts from the sale of such articles
during the preceding year does not exceed $200. The Senate
amendment strikes out this exception ; and the House recedes.

On amendment No. 477: This amendment is a clerical change;
and the House recedes.

On amendment No. 478: This amendment provides that the tax
upon jewelry shall without assessment by the commissioner or
notice from the collectors be due and payable to the collectors
at the time of filing each monthly return, and provides a penalty
for nonpayment ; and the House recedes.

On amendment No. 479: The House bill imposed a tax equiva-
lent to 10 per cent of the amount paid for any jewelry composed
in whole or in part of platinum- when sold for consumption or
use. The Senate amendment strikes out this tax; and the House
recedes,

..On amendment No. 480: This amendment provides that on
and after May.1, 1919, any person engaged in the business of
leasing or licensing for exhibition positive motion-picture films
containing pictures ready for projection shall pay monthly an
excise tax of 5 per cent of the total rentals during the preceding
month; and the House recedes with an amendment making a
clerical change. -

. On amendment No. 481: This amendment is a change in sec-
tion number; and the House recedes.

On amendment No. 482: The House bill provided that the tax
on cosmetics and proprietary and patent medicines should go into
effect on November 1, 1918 ; the Senate amendment changed this
date to May 1, 1919; and the House recedes.

. On amendments Nos. 483 and 484: The House bill imposed
upon cosmetics and proprietary and patented medicines a tax
of 1 cent for each 10 cents or fraction thereof when sold for con-
sumption or use. The Senate nmendments reduce this rate to
1 eent for each 25 cents or fraction thereof and confine the tax
to cases where the article is sold by a dealer. The House re-
cedes fromr amendment No. 483, fixing the rate, and recedes from
amendment No. 484 with an amendment limiting the application
of the tax to cases where the articles are sold by or for a dealer
or l:is estate.

On amendment No. 485: This amendment provides that the
House tax on proprietary and patent medicines should not apply
to the sale of medicinal preparations which aré not advertised
to the general lay public. The House recedes with an amend-
ment limiting the exemption to vaccines and bacterines which
are not advertised to the general lay publie, and to the sale of
medicinal preparations, not so advertised, by a physician in per-
sonal attendance upon a patient.

On amendments Nos. 486 and 487 : These amendments strike
out the floor taxes imposed by the House bill upon the articles
subject to the excise taxes held by a dealer and intended for sale
on the day after the passage of this act; and the House recedes.

On amendment No. 488: The House bill imposed upon a do-
mestic corporation an annual excise tax equivalent to $1 for
each $1,000 of so much of the fair average value of its capital
stock for the preceding year as is in excess of $5,000. It also
provided that in estimating the value of the capital stock the

surplus and undivided profits should be included. This is the
basis of the tax under the present law, with the rate increased
100 per cent. The Senate amendment changes the basis of the
tax from the fair average value of the capital stock to the
amount of the net assets shown on the books as of the close of
the preceding income-tax year; and the Senate recedes, :

On amendment No. 489: The House bill based the capital stock
tax in the case of foreign corporations upon the average amount
of “ capital actually invested ” in the United States. The Senate
amendment changes this basis and places this tax upon the
average amount of “ capital employed” in the United States;
and the House recedes.

On amendment No. 490 : This amendment, as part of the Sen-
ate’s general plan of insurance taxation, strikes out the House
provisions relating to the computation of the capital stock tax
in the case of insurance companies; and the Senate recedes.

On amendment No. 491: This amendment is a clerical change ;
and the Senate recedes. .

On amendment No. 402: This amendment, as part of the Sen-
ate's general plan of insurance taxation, specifically exempts in-
surance companies from the capital stock tax. The House
recedes with an amendment making the tax specifically applica-
ble to mutual insurance companies and providing that in tho
case of every such domestic company the tax shall be based upon
the sum of its surplus or contingent reserves maintained for the
general use of the business and any reserves the net additions
to which are included in the net income under the provisions
of Title IT, as of the close of its preceding income tax year; and
providing that in the case of a foreign mutual insurance company
the tax shall be based upon the same proportion of the sum of
such surplus and reserve which the reserve fund upon business
iransacted within the United States is of the total reserve upon
all business transacted.

On amendment No. 498 : This amendment is a clerical change;
and the Senate recedes.

On amendment No. 494: This amendment is a clerical change
striking out certain language which is reinserted in slightly
changed form at a different place by amendment No. 511; and
the House recedes.

On amendment No. 495: The House bill imposed a special
license tax upon brokers at $100 a year. The Senate amend-
ment reduces this to $40; and the House recedes with an
amendment making the rate $50.

On amendments Nos. 496 and 497: The House bill provided
that brokers who are members of stock or produce exchanges
should pay in addition to the license tax imposed upon all
brokers additional amounts as follows: If the average value
during the preceding year ending June 30 of a seat or member-
ship in such exchange was not more than $2,000, $50; if such
value was more than $2,000 and not more than $5,000, $100; if
such value was more than $5,000, $150. The Senate amendments
strike out the additional tax of $50 where the value of the
seat was less than $2,000; and the House recedes.

On amendment No. 408 : This amendment provides in addition
to the pawnbroker’s license tax an additional tax based on the
value of the gross receipts for the preceding year; and the Sen-
ate recedes.

On amendment No. 499 : The House bill provided for a special
license tax-on ship brokers of $50 per year. The Senate amend-
ment reduces this to $40; and the Senate recedes.

On amendment No. 500: The House bill provides for a special
license tax on customhouse brokers of $50 per year. The Senate
amendment reduces this tax to $40; and the Senate recedes.

On amendment No. 501: This amendment exempts from the
special license tax on proprietors of theaters, museums, and
concert halls, edifices owned by_religious, edueational, or charit-
able institutions, societies or organizations where all the pro-
ceeds from admissions inure exclusively to the benefit of such
institutions, societies, or organizations, or exclusively to the
benefit of persons in the military or naval forces of the United
States; and the House recedes.

On amendment No. 502: The House bill imposed a special
license tax on circus proprietors of £200 per year. The Senate
amendment reduces this to $100; and the House recedes.

On amendment No. 503: The House bill imposed a special
license tax on proprietors or agents of public exhibitions or
shows not otherwise enumerated of §20 per year. The Senate
amendment reduces this to $15; and the House recedes.

On amendment No. 504: The House bill provided that an
aggregation of entertainments known as street fairs should not
pay a larger tax than $200 in any State, Territory, or the Dis-
trict of Columbia. The Senate amendment reduces this to $100;
and the House recedes.

On amendments' Nos, 505, 506, 507, and 508: The House hill
imposed upon persons carrying on the business of operating
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sight-seeing automobiles an annual tax equivalent to 10 per cent
of the gross receipts during the preceding year ending June 30
from the operation of each such automobile having a seating
capacity of more than seven. The Senate amendment, in lien
of this tax, imposes upon persons carrying on the business of
operating or renting passenger automobiles for hire an annual
tax of $10 for each such automobile having a seating capacity
of more than two and not more than seven and $20 for each such
automobile having a seating capacity of more than seven; and
the House recedes.

On amendment No. 509: The House bill provided that every
person carrying on the business of a brewer, distiller, or liquor
dealer in any place contrary to State laws shall pay in addition
to all other taxes $1,000 annually, and provided that the pay-
ment of this tax should not be held to exempt any person from
the penal provisions of the local laws. The Senate amendment
strikes out this provision; and the Senate recedes.

On amendment No. 510: The House bill imposed a special
license tax upon persons engaged in any trade, business, or pro-
fession, with certain exceptions. The Senate amendment
strikes out this tax; and the House recedes.

On amendment No. 511 : This amendment is a clerical change
inserting in slightly different form matter stricken out by
amendment No. 494; and the House recedes.

On amendments Nos. 512 and 513: The House bill provided
that manufacturers of tobacco whose annual sales exceed
100,000 and do not exceed 200,000 pounds shall each pay $24
annually, and that manufacturers of tobacco whose annual sales
exceed 200,000 pounds shall pay annually at the rate of 16 cents
per thousand pounds or fraction thereof. The Senate amend-
ments do not change the provisions of the House bill as to
manufacturers of tobacco whose annual sales are between
100,000 and 200,000 pounds, but provide that where the annual
sales exceed 200,000 pounds the manufacturer shall pay annu-
ally $24 and at the rate of 16 cents per thousand pounds or
fraction thereof in respect to the excess over 200,000 pounds;
and the House recedes.

On amendments Nos. 514 and 515: The House bill provides
that manufacturers of cigars whose annual sales exceed 200,000
and do not exceed 400,000 cigars shall each pay $24 annually,
and that manufacturers of cigars whose annual sales excced
400,000 cigars shall each pay annually at the rate of 10 cents
per thousand cigars or fraction thereof. The Senate amend-
ments do not change the provisions of the House bill as to
manufacturers of cigars whose annual sales are between 200,000
and 400,000 cigars, but provide that where the annual sales
exceed 400,000 cigars the manufacturer shall pay annually $24
and at the rate of 10 cents per thousand cigars or fraction
thereof in respect to the excess over 400,000 cigars; and the
House recedes.

On amendment No. 516: This amendment changes the basis
of computing the tax on yacht users from net to gross tonnage;
and the Senate recedes.

On amendment No. 517: The House bill exempted from the
special tax on users of yachts and motor boats those used ex-
clusively for trade or national defense. The Senate amend-
ment extends the exemption to those used exclusively for fish-
ing; and the House recedes.

On amendments Nos. 518 and 519: These amendments are
clerical changes; and the Senate recedes.

On amendment No. 520: This amendment provides in case of
special license taxes that if the corresponding tax imposed by
the revenue act of 1916 was not payable by stamp an amount
paid under such act for any period for which the correspond-
ing tax is also imposed by Title X of the bill may be credited
against the tax imposed by such title; and the House recedes.

On amendment No. 521: The House bill imposed upon mail-
order houses an annual tax equivalent to 1 per cent of the
annual gross receipts in excess of $100,000. The Senate amend-
ment strikes out this tax; and the House recedes.

On amendment No. 522: The House bill imposes a special
license tax upon users of automobiles and motoreyeles. The
Senate amendment strikes out this tax, and the House recedes.

On amendment No. 523: The House bill imposed a tax upon
the manufacturer of automatic vending and weighing machines
operating such machines equivalent to 5 per cent of the annual
gross amount received by the manufacturer from such operation.
The Senate amendment strikes out this provision; and in view
of the conference agreement under amendment 419 the House
recedes with an amendment, which is explained in connection
with that amendment.

On amendment No. 524: This section provides a peunalty for
any person who carries on any business or occupation for which
a special license tax is imposed by Title X of the bill without
having paid such tax; and the House recedes.

On amendment No. 525: This amendment is a change in sec-
tion number ; and the House recedes.

On amendments Nos. 526, 527, 528, 529, and 530 : These amend-
ments are clerical changes ; and the House recedes, with a minor
clerical change in amendment No. 526.

On amendment No. 581: This amendment provides that the
physicians, dentists, veterinary surgeons, and other practitioners
who are required to pay a special tax under the Harrison Nar-
cotic Act as amended, in respect to the business of distributing,
dispensing, and giving away or administering any of the narcotics
specified in that act, shall be only such persons as are in attend-
ance upon patients *in the course of their professional prac-
tice ”; and the House recedes.

On amendments Nos. 532 and 533: The House bill provided
that it shall be unlawful for any person to purchase, sell, dis-
pense, or distribute any of the drugs specified in the Harrison
Narcotic Act except in the original stamped package or from the
original stamped package, and exempted from this provision the
dispensing, administration, or giving away of any such drug to
a patient by a registered physician, dentist, veterinary surgeon,
or other practitioner in personal attendance upon such patient.
The Senate amendments struck out the requirement of personal
attendance and confined the exception to cases where the practi-
tioner was acting in the course of his professional practice; and
the House recedes.

On amendments Nos. 534 and 535: The House bill repealed all
the provisions of section 6 of the Harrison narcotic act, which
exempts certain preparations and remedies containing small
quantities of narcotics from the provisions of that act, but re-
tained those provisions of section 6 which exempted from the
operation of the Harrison Act decocanized coca leaves from which
all cocaine has been extracted. Senate amendment No. 534
struck out this provision of the House bill, and Senate amend-
ment No. 535 amended section 6 of the Harrison Act by adding
a proviso requiring the keeping of records by the manufacturer,
producer, or compounder of the preparations and remedies which
under such section are exempted from the operation of the nar-
cotic act. The House recedes from amendment No. 534 and re-
cedes from amendment No. 535, with an amendment (1) retain-
ing section 6 of the Harrison Act with a few verbal amendments,
(2) providing more carefully for the keeping of the records pro-
vided for in the Senate amendment, and (3) providing that such
records need not be kept by the manufacturer, producer, coms-
pounder, or vendor of preparations or remedies made out of de-
cocanized coca leaves or other preparations of coca leaves which
do not contain cocaine.

On amendments Nos. 536 and 537: These amendments are
changes of section numbers; and the House recedes.

On amendment No. 538: The House bill provided that the
stamp taxes should take effect on November 1, 1918: the Senate
amendment changes this date to April 1, 1919; and the House
recedes.

On amendments Nos, 539, 540, and 541 : The House bill imposed
a stamp tax of 50 cents upon all policies of guaranty and fidelity
insurance. The Senate amendments strike out this tax; and the
Senate recedes.

On amendment No. 542; The House bill provided that where a
premium is charged for the execution of any fidelity or surety
bond the stamp tax shall be 1 cent on each dollar or fractional
part thereof of the premium charged, and that policies of rein-
surance shall be exempt from the tax. The Senate amendment,
as a part of the general plan of the Senate bill in taxing insur-
ance, strikes out this provision; and the House recedes with an
amendment providing that where a premium is charged for the
execntion, renewal, or continuance of such a bond the fax shall
be 1 cent on each dollar or fractional part thereof of the premium
charged, and that policies of reinsurance shall be exempt.

On amendment No. 543: The House bill imposed a stamp tax
upon sales, agreements of sale, or agreements to sell products
or merchandise at any exchange or beard of trade for future e-
livery. The Senate amendment makes also taxable such sales
or agreements made under the rules or usages of any exchange
or board of trade for future delivery ; and the House recedes.

On amendment No. 544: This amendment imposes a stanp
tax of 5 cents on each dollar or fractional part thereof of the
premium charged for policies of insurance against peril on the
sea or inland waters or in transit by land, or by fire, lightning,
tornado, ete, issued to a domestic corporation or partnership,
or resident of the United States by any foreign insurer when such
policy is not signed or countersigned by an officer or agent of the
insurer in the United States in a loeality within which such in-
surer is authorized to do business; and the House recedes with
an amendment reducing the rate to 3 cents on each dollar or frac-
tional part thereof of the premium, and exempting such policies
from the poliey tax imposed by section 503 of the bill
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On amendment No. 545: This amendment strikes out the pro-
visions of the House bill creating an advisory tax board, but the
Senate by amendment No. 550 reinserted this matter in a differ-
ent form at another place; and the House recedes,

On amendment No. 546: This amendment imposes a tax of 10
per cent on the net profits from the operation of (a) any mine
or quarry situated in the United States in which children under
the age of 16 years have been employed or permitted to work dur-
ing any portion of the taxable year; or (b) any mill, cannery,
workshop, factory, or manufacturing establishment situated in
the United States in which children under the age of 14 years
have been employed or permitted to work, or children between
the ages of 14 and 16 have been employed or permitted to work
more than eight hours in any day or more than six days in any
weelk, or after the hour of 7 o'clock p. m., or before the hour of
6 o'clock a. m., during any portion of the taxable year. Such
tax is not to apply in the case of an employer relying in good
faith upon an employment certificate issued under regulations
prescribed by a board composed of the Secretary of the Treas-
ury, the Secretary of Labor, and the Commissioner of Internal
Revenue; nor in the case of an employer who satisfies the Secre-
tary of the Treasury that his employment of a child under the
prescribed ages was due to an honest mistake of fact as to the
age of such child; and the House recedes.

On amendment No. 547 : The House bill provided that deputy
collectors appointed under the appropriation made by the bill
for the expenses of the Internal Revenue Bureau should be
appointed under the civil service, as well as all other employees
under such appropriation. The Senate amendment permits
deputy collectors of a class now outside the civil-service law
to be appointed without regard to ecivil-service requirements;
and the House recedes.

On amendment No. 548: This amendment authorizes expendi-
tures for furniture out of the appropriation made by the bill
for the expenses of collecting internal-revenue taxes for the
current fiscal year; and the House recedes with a clerical
amendment.

On amendment No. 549: This amendment authorizes the ex-
penditure of not exceeding $500 for street car fares in the Dis-
trict of Columbia out of the appropriations made by the bill
for collecting internal-revenue taxes for the current fiseal year;
and the House recedes.

On amendment No. 550: This amendment provides that not
more than $60,000 of the amount appropriated by the bill for
the eollection of internal-revenue taxes may be expended for
salaries and traveling expenses of members of an advisory
tax board, to be appointed by the commissioner, with the ap-
proval of the Secretary, and provides that, under rules pre-
seribed by the commissioner and approved by the Secretary,
the Secretary or the commissioner may, and on the request of
any taxpayer interested shall, submit to the board any question
relating to the income and excess-profits tax laws. The House
recedes with an amendment substantially reinserting the pro-
visions of the House bill stricken out by amendment 545, pro-
viding (1) that the board is to be composed of not to exceed
six memberg, to be appointed by the commissioner, with the
approval of the Secretary, at an annual salary of $9,000; (2)
that the board is to remain in existence for two years after the
passage of the act, nunless the commissioner, with the approval
of the Secretary, designates an earlier time for the termina-
tion -of its existence; and (3) that the commissioner may,
and at the request of any taxpayer directly interested shall,
refer to the board any question relating to the income, war-
profits, or excess-profits tax laws.

On amendments Nos. 551 and 552: These ‘amendments are
clerical changes; and the House recedes.

On amendment No. 553: The House bill provided that when-
ever in the judgment of the commissioner necessary he may
require any person by notice served upon him to make a return
or such statements as he deems sufficient to show whether or
not such person is liable to tax. The Senate amendment sirikes
out this provision and inserts a provision authorizing the com-
missioner, with the approval of the Secretary, to require any
person, whether liable to tax or not, to file returns of income
or such statements as may be deemed by him to be sufficient to
show whether or not such person is so liable; and the Senate
recedes, :

On amendment No. 534: This amendment consolidates and
makes administrative changes in the penalty provisions of the
bill; and the House recedes,

On amendment No, 555: By this amendment the commissioner
may make regulations, with the approval of the Secretary, pro-
viding that any return required to be under oath by the por-
tions of the bill relating to transportation, beverages, tobacco,
admissions, excise, or special taxes, may be signed or acknowl-
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edged before two witnesses instead of under oath, if the amount
of the tax is not in excess of $10; and the House recedes.

On amendment No. 556 : This amendment is a clerical change:
and the House recedes.

On amendment No. 557 : This amendment provides that where
a tax under this act is required to be paid by the purchaser to
the vendor at the time of a sale and the sale is made on credit,
then under regulations prescribed by the commissioner, with the
approval of the Secretary, the tax mmy at the option of the
vendor be returned and paid by him to the United States as
if paid to him by the purchaser at the time of the sale, and gives
a right of action in such cases to the vendor against the pur-

for the amount of the tax; and the House recedes,

On amendment No. 558 : This amendment provides that under
regulations made by the commissioner, with the approval of the
Secretary, the taxes on beverages, cigars, and tobacco, and the
excise taxes shall not apply in respect to articles sold or leased
for export and in due course so exported. It also provides that
under proper regulations the amount of any internal-revenue
tax erroneously or illegally collected in respect to exported arti-
cles may be refunded to the exporter instead of to the manufac-
turer, if the manufacturer waives his claim to refund; and the
House recedes:

On amendment No. 559 : This amendment is a clerical change;
and the Senate recedes.

On amendments Nos. 560 and 561 : These amendments are of a
clerical and administraiive character designed for the relief of
persons who have made a contract for the sale of articles taxable
under the act before notice of a tax imposed by it, under circum-
stances under which they can not pass the tax along to the pur-
chaser; and the House recedes from amendment No. 560 and
recedes with minor clerical changes from amendment No. 561.

On amendments Nos. 562, 568, 564, and 565 : These amendments
are clerical changes; and the House recedes.

On amendment No, 566: The House bill provided that certifi-
cates of indebtedness and uncertified checks may be received in
payment of income, war-profits, and excess-profits taxes. The
Senate amendment permits them to be received also in payment
of any other taxes payable other than by stamp; and the House
recedes,

On amendment No. 567 : This amendment amends section 3315
of the Revised Statutes so as to permit the commissioner, with.
the approval of the Secretary, to issue stamps for restamping
packages of wines which have been duly stamped and from which
the stamps have been lost by unavoidable accident; and the
House recedes.

On amendment No. 568 : This amendment is a change of section
number ; and the House recedes,

On amendment No. 569: This amendment amended section
3689 of the Revised Statutes so that the permanent appropria-
tion provided in that section could be used to pay judgments,
including interest and costs, rendered for taxes or penalties
erroneously or illegally assessed or collected under the internal-
revenue laws, notwithstanding the limitations imposed by the
act of June 20, 1874. The House recedes with an amendment
repealing that portion of section 3689 of the Revised Statutes
relating to the refunding of internal-revenue taxes erroneously
or illegally collected, and providing that the Secretary of the
Treasury shall submit for the fiscal year 1921 and annually there-
after an estimate of appropriations to refund and pay back duties
or taxes erroneously or illegally assessed or collected under the
internal-revenue laws, and to pay judgments, including interest
and costs, rendered for taxes erroneously or illegally assessed
or collected under the internal-revenue laws.

On amendment No. 570 : This amendment is a change of section
number ; and the House recedes.

On amendment No. 571 : This amendment is a clerieal change;
and the House recedes.

On amendment No. 572 : This amendment amends sections 3164
and 3165 of the Revised Statutes. Section 3164 of the Revised
Statutes provides that if a collector of internal revenue has
knowledge of any violation of any revenue law he shall file with
the district attorney a statement of the facts of the case within
10 days after coming into possession of such knowledge. The
section as rewritten by the Senate makes it the duty of the col-
lector, within 30 days after coming into possession of knowledge
of any willful violation of any revenue law, to file a statement
thereof with the district attorney, and makes minor clerieal
changes in that section. The Senate amendment to section 3165
of the Revised Statutes adds internal-revenue agents to the class
of officers authorized by that section to administer oaths and
take evidence in relation to the administration of the internal-
revenue laws; and the House recedes.

On amendment No. 573 : The House bill provided a method of
making a return or list where any person fails to make such




1919.

CONGRESSIONATL RECORD—HOUSE.

3003

return or list at the time prescribed by law. The Senate amend-
ment extends the provision to cover cases where a return or list
js not made at the time prescribed by regulation made under
authority of law ; and the House recedes.

On amendments Nos. 574 and 575: The House bill provided
that in‘case of failure to make a return at the proper time there
shall be added to the tax 50 per cent of its amount, and if a
false and frandulent return is willfully made there shall be
added to the tax 100 per cent of its amount. The Senate
amendments reduce these penalties to 25 per cent and 50 per
cent, respectively ; and the House recedes.

On amendment No. 576: This amendment is a change of sec-
tion number ; and the House recedes.

On amendment No, 577: The House bill provided that if any
person is summoned under Title XTIT to appear to testify or
produce books, the district courts should have jurisdiction to
enforce obedience. The Senate amendment extended the pro-
vision to cover the case of any person summoned under this
act; and the House recedes.

On amendment No, 578: This amendment gives jurisdiction
to the district courts of the United States to issue in actions at
law and suits in equity certain writs and orders, such as are
necessary or appropriate for the enforcement of the provisions
of this act; and the House recedes with an amendment confin-
ing the jurisdiction of the court to eases where the relief is
asked for by United States, .

On amendment No. 579: This amendment is a change of sec-
tion number; and the House recedes.

On amendment No. 580 : This amendment is a clerical change;
and the House recedes.

On geaendment No. 581: The House bill provided for the ac-
ceptance of United States bonds in lien of sureties on bonds
required to be furnished by law. The Senate amendment
added provisions for the protection of the United States and
mechanies and material men; and the House recedes with a
clerical amendment.

On amendment No, 582: The House bill provided for the re-
peal of any act inconsistent with this act. The Senate amend-
ment specifies a number of acts and parts of acts to be repealed,
all of which are incorporated in this bill; and the House re-

On amendments Nos. 583, 584, 585, 586: These amendments
are clerical changes; and the House recedes.

On amendments Nos. 587 and 588: These amendments are
clerical ehanges; and the Senate recedes.

On amendments Nos. 589, 590, 591, and 592: These amend-
ments are clerieal changes; and the House recedes.

On amendment No. 593 : This amendment reduces the rate of
postage on first-class mail matter, effective July 1, 1919, to the
rates in force before the passage of the last revenue act; and
the House recedes.

On amendment No. 504: This amendment repeals the zone
system for postage for second-class mail matter contained in the
last revenue act and substitutes a rate of 1 cent per pound or
fraction thereof for delivery within the first and second zones
and 1} cents per pound or fraction thereof for delivery in any
other zone, effective July 1, 1919; and the Senate recedes. 3

On amendments Nos, 595, 596, 597, and 598: These amend-
ments are changes in section numbers, and the House recedes
with an amendment making further changes in gection numbers.

On amendment No. 599: This amendment provides that all
officers and enlisted personnel of the military and naval forces
in the war against Germany who have been honorably dis-
charged since November 11, 1918, or who may hereafter be
honorably discharged shall be paid one month’s salary. The
House recedes with an amendment substituting for the Senate
provision a section (1) providing that $60 shall be paid to each
person serving in the military or naval forces of the United
States in the present war who has since April 6, 1917, resigned
or been honorably discharged, or who may hereafter resign
or be honorably discharged (within one year after the terminga-
tion of the war in the case of officers and not later than the
termination of the current enlistment in the case of enlisted
personnel) ; {2) providing for the protection of the Government
from unjust claims and double payments; (3) providing that
this payment in the case of separation from the service before
the passage of the act shall be made as soon as practicable after
the passage of the act, and in the ecase of separation from the
service after the passage of the act shall be made at the time of
separation from the service; and (4) providing that these
amounts shall be paid ount of the appropriations for * Pay of the
Army " and “ Pay of the Navy,” respectively.

On amendment No. G00: This amendment provides that the
so-called “ Reed " or “ bone-dry ” amendment relating to trans-
portation of liquors in interstate commerce shall be made ap-

plicable to the Disirict of Columbia, thus making it unlawful to
transport liguors in or out of the District; and the House re-
cedes with an amendment changing the section number,

On amendment No. 601: This amendment provides that every
individual, partnership, and corporation which, since the 6Gth
day of April, 1917, has entered into any contract, undertaking,
agreement, or transaction with the United States, or with any
agency, officer, or commission®of the United States, or with any
other person, partnership, or corporation having contract rela-
tions with the United States, for the performance of any work
or for the supplying of any materials or property for the use
of or for the account of the United States, shall file with the
Commissioner of Internal Revenue and with the Attorney Gen-
eral, within 60 days after the passage of this act, a true and
correct copy of every such contract, undertaking, agreement, or
transaction, together with a true, accurate, and complete state-
ment of all work and labor performed and materials and prop-
erty supplied and an account of all moneys or other things of
value received, expenses incurred, and profits made and realized
from such contract, undertaking, agreement, or transaction.

The House recedes with an amendment providing that (1)
every person who on or after April 6, 1917, has entered into any
contract, undertaking, or agreement with the United States,
or with any department, bureau, officer, commission, board, or
agency under the United States or acting in its behalf, or with
any other person having contract relations with the United
States for the performance of any work or the supplying of
any materials or property for the use of or for the account of
the United States, shall, within 30 days after a request of the
commissioner therefor, file with the commissioner a true and
correct copy of every such contract, undertaking, or agreement;
and (2) authorizing the commissioner (when not violative of
the technical military or naval secrets of the Government) to
have access to all information and data relating to any such
contract, undertaking, or agreement in the possession, control,
or custody of any department, bureau, board, agency, officer, or
commission of the United States, and to ecall upon any such
department, bureau, board, agency, officer, or commission for
a full statement and description of any allowance for amortiza-
tion, obsolescence, depreciation, or loss, or of any valuation,
appraisal, adjustment, or finai settlement made in pursuance
of any such contract, undertaking, or agreement.

On amendment No. 602: This amendment makes a change in
section number; and the House recedes with an amendment
making a further change in section number.

Cravoe KiTcHIN,

Hexry T. RAINEY,

LixcoLN DixoN,

Josera W. I'ORDNEY,

J. Haxrrox Moore.
Managers on the part of the House.

The SPEAKER. The gentleman from North Carolina is rec-
ognized for one hour. [Applause.]

Mr. LONGWORTH. Mr. Speaker, I ask unanimous consent
that the gentleman from North Carolina may proceed until he
concludes his remarks.

The SPEAKER. The gentleman from Ollo asks unanimous
consent that the gentleman from North Carolina may proceed
until he concludes his remarks. Is there objection?

Mr. MANN. I have no objection to the gentleman from North
Carolina having all the time ha wants, but long observation has
taught me that if a man gets permission to proceed until he
concludes other Members of the House are apt to take up most
of his time. I suggest that the gentleman take what time he
likes, and then his time can be extended so far as it may be
Necessary.

Mr, KITCHIN. Mr. Speaker, I will ask Members of the
House not to interrupt me until I have finished my general
statement. In that I shall try to inelude the important differ-
ences between the House and the Senate and explain the way
in which the conferees composed those differcnces. After I
shall have concluded, if any gentleman then desires to ask me
any questions and I bhave time I will be glad to answer any
question I can.

It will be almost impossible, certainly impracticable, for me
or anyone to attempt before the House to explain each and cvery
item of difference on each and every amendment that the Sen-
ate put on the House bill

I shall confine my remarks to the important differences anid
the agrecments reached by the conferees. The statement of the
managers on the part of the House goes into details as to every
gingle one of the amendments and explains the way in which the
conferees disposed of them ; and if one would take the statement
and the bill in his hands and apply the explanation contained in
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the statement to the bill he would have a clear idea of each and
every one of the amendments and its disposition.

During the war, in May last, the Secretary of the Treasury
and the President of the United States advised and urged that
Congress should enact a revenue law that would produce $8,000,-
000,000 of revenue for a 12-month period. After three or four
months of arduous labor the Committee on Ways and Means
presented to the House a bill that.would produce $8,000,000,000
of revenue. The House unanimously passed that bill. It went
to the Senate, The Senate Finance Committee proceeded with
the consideration of the House bill with a view of raising the
$8,000,000,000. While considering it the war suddenly came to
a close; the armistice was signed. The Secretary of the Treas-
ury then addressed a letter to Senator Simamoxs, chairman of
the Finance Committee of the Senate, and to myself, as chair-
man of the Committee on Ways and Means, advising and urging,
sinee the war had ceased and our expenditures would necessarily
be reduced, that the bill be modified in the Senate to the extent
of reducing for this fiscal year the tax levy from $8,000,000,000
to $6,000,000,000, and to provide for tax levies thereafter—that
is, after the fiscal year 1919—of $4,000,000,000 a year.

The Senate Finance Committee at once proceeded to revise
the bill with that policy of reduction in view. It finally presented
a bill to the Senate that would raise the $6,000,000,000 for this
fiseal year and $4,000,000,000 for the next fiscal year.

Not only did the Secretary of the Treasury recommend and
insist upon that reduction, but the President in his last address
before Congress just before departing for Europe advised and
nurged Congress to adopt the recommendation of thé Secretary
of the Treasury with respeet to such reduction. I have
doubted—and I fear that the future will confirm my doubts—
the wisdom of such a large reduction as was advised and urged
by the Secretary of the Treasury and the President of the
United States. This year our expenditures will amount to at
least $19,000,000,000. That is the amount of the Treasury esti-
mates. In my judgment they will amount to at least $20,000,-
000,000 for this fiscal year, some $10,000,000,000 or $12,000,-
000,000 less than we would have had to expend had the war
continued. The administration, as I before stated, recom-
mended that for this fiscal year the taxes be reduced from the
House bill of $8,000,000,000 to $6,000,000,000.

How are we going to get this $19,000,000,000? We can get it
in this way, and in this way only: We have received $7,000,-
000,000 from the fourth liberty loan. That amount has been
expended in our disbursements of this year. Our receipts from
war-savings certificates will amount to about $1,000,000,000.
That makes $8,000,000,000. We propose to get $6,000,000,000 of
revenue from this bill. That makes $14,000,000,000. And the
Treasury Department proposes to issue and sell $5,000,000,000
more of bonds between now and June 30. These items make up
the $19,000,000,000.

If the expenditures run to $20,000,000,000, which, in my judg-
ment, they will, the Secretary of the Treasury will have to
come to Congress and get a new bond authorization, because the
$5,000,000,000 that he proposes to sell between now and the 30th
of June will exhaust the amount of authorizations heretofore
made by Congress. He would have to come to Congress and
get an authorization for another $1,000,000,000, or else issue
short-time certificates of indebtedness which later would have
to be paid by taxes or proceeds of future sales of bonds. The
total authorizations of bond issues since our entrance into the
war have been $22,000,000,000 in round numbers. We have sold,
in round numbers, $17,000,000,000, leaving an authorization of
$5,000,000,000.

Now take next year. When the Secretary of the Treasury
advised a reduction in the revenues for the following years—
that is, for the next fiscal year and the years thereafter—to
£4,000,000,000, his annual report showed that we will require
at least $6,500,000,000 in order to defray the expenditures of
the next fiscal year, a difference between the tax bill. which
he urged and expenditures of $2,500,000,000. I have not been
wrong in my predictions about increased expenditures when I
presented bond bills and tax bills heretofore. I make another
prediction, that instead of the expenditures next year being
$6,500,000,000 they will be nearer $10,000,000,000, unless the
President and Congress take a firmer hand in reducing appro-
priations and expenditures than they have heretofore done.
Of this, I must confess, I am not very hopeful.

Now, we have a tax bill that will produce, upon the recommen-
dation of the Secretary of the Treasury and the President,
$4,000,000,000 for the fiscal year 1920. = Say we receive in addi-
tion to the tax levied by this bill from customs and miscellaneous
receipts $300,000,000. An expenditure of $10,000,000,000 will
make a deficit of $3,500,000,000 in that year. We must get that
from bonds. If expendituresare kept down to $6,5600,000,000 we
will still have a deficit of $2,000,000,000. We must get that

from bonds. When we think of the enormous amount of bonds
that are already piled up and that will be piled up in the next
two years on the American people, which will be a mortgage
upon them and their children, upon the energies and industries
of the people for generations to come, we can well doubt the
wisdom of the policy of making such large tax reductions, espe-
clally when the industries, especially the corporations, of the
country have made such enormous profits in the last three years.
Our industries could stand higher taxes, especially in view of
the net loss and inventory reduction provisions in the bill, to
which I shall refer later. After you deduct all the taxes that
all the corporations of this country have paid or shall have paid
for the years 1916, 1917, and 1918, and then deduct the average
amount of incomes and profits that those corporations were mak-
ing for the three prewar years, they will then have, in round
numbers, $10,000,000,000 of clear net profits. In other words,
give them first the average net income of $4,122,000,000, which
the corporations were making during the three prewar years, or
the total for the three years of $12,366,000,000. Then add to that
every dollar of taxes that they shall have paid under this bill
and under all other bills for the years 1916, 1917, and 1918,
Then deduct that from the total amount of profits which they
made in those years, and they will then have a clear net gain
of $10,000,000,000. In other words, they have made in the threc
war years a total net profit, after deducting all taxes, of over
$22,000,000,000. That is already made. That is already on the
books. That is already piled up in their surplus and increase
of capital and new investments. It would not have destroyed
the industries of this country if we could have raised a little
more tax in this bill. I believe that the farseeing and broad-
visioned business man, when he sits right down and looks the
question squarely in the face, will conclude with me that it is
very doubtful whether we should have made such big reduc-
tions in the taxes in this bill, inevitably resulting in a longer
permanent mortgage by bonds on the energies and industries of
business.

We all know that there must be a transition period from war
conditions to peace conditions, and in that time of transition
there will be shrinkages in values, shrinkages in inventories.
There will be losses, but the Senate initiated and the conferees,
I think, have perfected provisions that will take care of indus-
tries that are going to have these net losses and the shrinkage
of inventories on account of the transition period. With this
taken care of, the industries could have stood a little more tax.
1 fear that instead of our bonded indebtedness being $25,000,-
000,000, as at the end of this fiscal year, it will be nearer $30,000,-
000,000 at the end of the next fizscal year. A bonded indebtedness
of $30,000,000,000 is going to mean an annual interest charge of
about $1,275,000,000, which must be paid by annual taxes. - Such
annual interest or tax charge is twice as much as the total
amount of taxes we collected a year from all sources before the
European war began. If we deduct the interest which we hope
and propose to get from the allies for the $8,500,000,000 which
we have and shall have loaned them by the end of this fiseal year,
which will amount to about $400,000,000, you see that we will
still have to raise between $800,000,000 and $900,000,000 of annual
taxes to pay the interest if we continue to issue bonds.

There has been a great propaganda to defeat this bill and let
the existing tax law remain. If so, that means $2,000,000,000
to $3,000,000,000 more of bonds to pile up on top of this $28.-
000,000,000 or $30,000,000,000 and more interest charges each
year.

If this propaganda had succeeded in getting the conference
committee or the membership of this House or the Senate. fo
defeat this bill, of course that would reinstate the existing law,
and under. it the war profiteers in this country for the year 1918
would escape $1,700,000,000 of taxes. If any man shall vote
against this bill with the idea that the taxes in it are too high,
or whatever his reason or pretext, with the result of its defeat
and the continuance of existing law, then he will vote to take
from the Treasury, to take from the pockeis of the people, from
the toil and sweat and energy of the people, $1,700,000,000 and
give it to the war profiteers, whom I have shown you have had
billions and billions of dollars of profit in addition to all the
profits they were making before the war. If any man votes
against this bill with the idea of reinstating the old law, he is
voting to give the United States Steel Corporation out of the
pockets of all the people, out of the Treasury of the United
States, $165,000,000, because that is'the difference which the
United States Steel Corporation, based upon the profits of
1917—we have not the figures for those of 1918—would have to
pay under this bill and under the existing law. If there be one
Member who proposes to vote against this bill with the idea of
reinstating the old law, he will be voting to give the Standard
0il Trust Companies of the United States:$20,000,000, adding
that much more to their fabulous profits,. He will be voting to
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give the Bethlehem Steel Co. $10,000,000. He will be voting to
give the Utah Copper Co. $5,000,000. He will be voting to give
the five big meat-packing companies, the meat-packing combine,
over $16,000,000 to add to their war profits. These are the
differences between what this bill will levy upon them and what
the existing law levies upon them. There are 20 corporations in
this country that alone would save $240,000,000 out of their
enormous war profits by the defeat of this bill. The defeat of
this bill would lose to the Government over $200,000,000 of
taxes on whisky and beer. Gentlemen, under existing conditions
no man ¢an afford to vote against this bill with the idea of con-
tinuing the existing law.

The Senate reduced the tax levy from $5,000,000,000 {o $6,000,-
000,000 for this fiscal year. It cut down not so much the indi-
vidual income tax and the war-profit tax of the House bill—they
remain practieally the same—but it cut down the excise and
special taxes; that Is, special taxes levied on articles of the
various industries. It reduced the individual income tax for
ihe fiscal year 1019 about $50,000,000 and reduced the corpora-
tion income tax about $119,000,000 for the same year, and re-
duced the excess-profits taxes from the provisions of the House
bill down to 30 per cent on the net income in exeess of the de-
duction and not in excess of 20 per cent of the capital invested,
and 60 per cent on all of the net income over 20 per cent of the
invested capital.

The House bill had it 35 per cent on all of the net income In
excess of the deduction and not in exeess of 15 per cent of the
invested capital, and 50 per cent on the amount of the net in-
come between 15 and 20 per cent of the invested capital, and
70 per cent on the amount of the net income in excess of 20
per cent on the invested capital. In the gencral reductions
the Senate followed the recommendation of the President and
the Secretary of the Treasury. :

,_ The Senate and the conferees reinined the war-profit tax o
80 per cent on war profits over and above the deduction.

The conferees accepted the Senate 30 per cent rate in the
first bracket and Increased the rate in the second bracket to 65
per cent for the calendar year 1918. But for the year beginning
January 1, 1019, the Senate reduced the excess-profits taxes in
the first bracket to 20 per cent and the second bracket to 40 per
cent, which is a pretty large reduction. That was on account of
the recommendation of the President and the Secretary to re-
duce the total taxes to $4,000,000,000. The conferees accepted
this reduction.

Though the 80 per cent war-profits tax is eliminated for the
next fiscal year—since there are no war profits for 1919-20—
the conferees put in a provision extending the 80 per cent war-
profits tax over into the calendar year 1919 to catch the profits
that are derived in 1919 from war contracts made in 1918 and
1917, so that the war profiteers will not get off with 80 per cent
eliminated after January 1, 1919, They will receive some income
during 1919 from war contracts made between the beginning of
the war and the signing of the armistice, November 11. The
conferees, Senate and House, were unanimous in the opinion
that this should be done. The 80 per cent tax will, under this
provision, apply to such income.

1 ought to say here that the Senate followed the method and
policy of taxation, and practically the subjects of taxation, of
the House bill. There were only three exceptions in which they
departed widely and adopted an entirely new policy of taxation.
These exceptions were the estate tax, the insurance tax, and
capital-stock tax. After a full and free discussion in con-
fercnce the policies of the House bill in these instances were
;ladopted with some modifications, to which I will eall attention

ter.

The House had a provision known as the differential corpora-
tion tax. We had a differential of G per cent. The House bill
provided that corporations should pay 12 per cent on 8o much of

the amount of the net income as does not exceed the sum of (1)
the amount of dividends paid during the taxable year plus (2)
the amount pald during the taxable year out of earnings or
profits in discharge of honds and other interest-bearing obliga-
tions outstanding prior tfo the beginning of the taxable year plus
(3) the amount paid during the taxable year in the purchase of
obligations of the United States issued after September 1, 1018,
and 18 per cent on the remainder of the net income retained in
the business. When we put in the 18 per eent provision the war
was on, and the Government needed all the money it could rea-
sonably and justly get. The individual income tax being so
heavy, there would be a tendency in the corporation not to pay
dividends but to pile them up in a surplus so that the stockhold-
ers in the high surtax class could escape liability to taxation.
As I said, we needed all the money we could reasonably and
justly get at that time to vigorously prosecute the war. But
now the importance of this differential is not as great as during
the war.

The Senate struck out the differential, and the House con-
ferees agreed to the Senate amendment with an amendment in-
creasing the corporation income tax rate on corporate income for
years succeeding 1918 from 8 to 10 per cent. That will make
a difference—an inerease—of about $150,000,000 a year in the
taxes. :

The normal income tax on individuals for 1918 is kept at
12 per cent, like the House bill, with fthe split differential of G
per cent up to $3.000 of net income in exeess of the specific
exemption. But under the policy of reducing the taxes (o
$4,000,000,000 after January, 1919, the Senate cut down the nor-
mal tax on individuals to 8 per cent, with the split differential
of 4 per cent, and the House conferees agreed to that.

The surtaxes are practically and substantially like the House
only there are more brackets and slightly different rates are
made. The House yielded to the Senate provision on the sur-
taxes. The Senate rates on surtaxes are practically the same
as the House up to a $10,000 income—in fact there is not more
than $15 difference in the tax between the House bill and the
Senate bill to a man who earns $6.000, $7,000, $8,000, or $10,000,
but from $10,000 up to $200,000 there is some difference between
the rates—the Senate rates being lower,

For instance, a man having an income of $§12,500 under the
House bill would pay $1,320 and under the Senate bill $1,235.
You see there is quite a difference at once after you leave the
$10,000 income. A man making $20000 would pay under the
House bill $2,805 and under the Senate bill $2630. A man
making $50,000 a year would pay under the House bill $12,495
and under the Senate bill $11,030. A man making $80.000 o
year would pay under the House bill $27.205 and under the
Senate bill $23,030. A man making $100,000 would pay under
the House bill $39,005 and under the Senate bill $35,080. But
when you reach $200,000 and up there comes another change.
At $300000 under the House bill a man would pay $165,005,
while under the Senate bill he would pay $173,030. When you
get up ta $1,000,000, under the House bill a man would pay
$647,095 and under the Senate bill $703,030. A man making
$5,000,000 would pay under the House bill $3,527,095 and under
the Senate bill $3,783.080, or about $250000 more. On the
whole, there is a difference of only about $50,000,000, being the
amount which the Senate rate levies on the individual incomes
less than under the IHouse bill. So they arve, on the whole, sub-
stantially the same, the total amount levied under the House bill
on individual incomes being $1,482,000,000 and under the Senate
rates $1.432,000,000.

The following table shows the income taxes upon specified in-
comes of married persons or heads of families, with no depend-
ents, levied in the United States, United Kingdom, Canada, and
France:

Income tazes wpon specified incomes of married persons or heads of fumilics, with no dependents, lecied in the United Stales, United Kingdom, Canada, and France.

United States tax under— United Kingdom tax. Canada, _ France.
BIll as passed Sen-|
o A t Rale nt
Img'}”ﬂ;%:‘:ﬂxjmm Existing law. House bill. to in c(ﬂéll'll;- Amount. (per cent). e =
s rates). Amount. | (per | Amount.| (per
ey cent). cent).
Rate Rate Rate | T
A L] (per |A t.| (per | Amount.| (per | Unearned. Earned. Earned.
cent). cont). cent).
£10 0.40 £30 1.20 30 L2 $281.25 $210.94 1125 | R 44 £10.00 0.40 21.25 L2
il .67 o0 2.00 60 2.00 445,31 358, 25 14. 84 11.87 20, 00 .67 50,00 1.67
a0 .56 90 2.57 90 2.57 68, 453,75 16,24 1208 40, 00 1.14 72.50 2,07
46 1.00 120 3.00 120 3.00 T, 5O 58125 18.16 14,53 60, 00 1. 50 Wi 50 2.4
60 1.33 150 3.33 150 3.33 B TS #7500 18,75 15,00 S0, 00 1.78 128,75 2.86
S0 L80 180 3.60 180 3. 60 37, 50 750, 00 1875 15. 00 100, 00 2.00 160. 00 3.20
1% L9 220 4.00 215 3.0 1,237. 50 1,081 25 22. 50 18,75 120,00 2.18 191,25 3.48
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Inpww tates upon specified inzomes of married persons or heals of familizs, with na dependents, levied in the United Stat:s, United Kingdom, Cinaiz, and anc:—Oonunucd..

United States tax under— United Kingdom tax., Canada. France,
Bill as passed Sen-
ate and
Income of married. Existing law. House bill. to in c((;gls - Amount. Rate (per cent).
ence

or heads of families. rates Rate Rate

Amount. | (per | Amount.] (per

cent). cent).

Rate Rate Rate U
Amount.| (per |Amount.| (per |Amount.| ( Unearned. | Earned rod. | Earned.
cent). cent). cent) i

$130 2.18 $260 4.33 $250 4.18 $1,350,00 $1,125.00 22.50 18.75 $140. 06 3.35 | $222.50 3.71
155 2.38 330 5.08 320 4.02 1,462. 50 1,218.75 22.50 18.75 17L. 50 2,04 253.75 3.90
180 2.57 400 571 1. 390 5.57 1,575.00 1,312. 50 22,50 18.75 203. 00 2.90 285. 00 4.07
205 2.73 470 6.27 460 6.13 1,687. 50 1,406, 25 22.50 18. 7. 234. 50 313 316.25 4.21
235 2.43 545 6. 81 530 6.63 2,100.00 1, 800. 00 26. 25 22.50 266. 00 3.33 347.50 4.34
265 3.12 620 7.2 605 7.12 2,281.25 1,912.50 26.25 22.50 297.50 3.50 385.00 4.53
295 3.28 095 7.72 680 7.71 2,362.50 2,025.00 26.25 22.50 329.00 3.68 422.50 4.60
325 3.42 w0 8.11 755 7.95 2,493.75 2,137.50 26.25 22.50 360. 50 3.7 460.00 4.54
355 3.55 545 8.45 830 8.30 2,625.00 2,250.00 26.25 |- 22.50 392.00 3.92 407.50 4.08
530 4.4 1,320 | 10.56 1,235 9.88 3,750.00 3,281.25 30.00 26.25 639. 50 5.12 601.25 5.53
730 4.87 1,795 | 11.97 1,670 | 11.13 4, 812,50 4,812.50 32.08 32.08 887.00 5.01 010.00 8.07
1,180 5.90 2,895 | 14.48 2,630 | 12.15 6,812.50 6, 812. 50 34.06 34.06 1,382.00 6.91 | 1,397.50 06.99
1,780 .12 4,245 | 16.98 3,720 | 14.80 8, 937.50 8,937.50 35.75 35.75 2,042.00 8.17 | 1,960.00 7.84
2,380 | 7.93 5,505 | 18.65 4,930 | 16.43 | 11,187.50 | 11,187.50 | 37.29| 37.29| 2,702.00 | 0.0l | 2,522.50 8.41
2,980 8.51 7,195 | 20.58 6,270 | 17.91 13, 562. 50 13, 582. 50 38.75 38.75 3,472.00 9.02 | 3,147.50 8.09
3,580 R85 , 795 | 21.99 7,730 | 19.33 15,937.50 15,937, 50 39.84 39.84 4,242.00 | 10.60 | 3,772.50 9.43
4,380 0.73 10,645 | 23.66 9,320 20.71 18, 437. 50 18, 437. 50 40.97 40.97 5,012.00 | 11.14 | 4,397.50 9.57
5,180 | 10.36 12,405 | 24.99 11,030 | 22.06 20, 937. 50 20,937.50 41.88 41.88 5,782.00 | 11.56 | 5,022.50 10.05
5,050 | 10.87 14,605 | 24,72 12,870 | 23.40 23, 562. 50 23, 562. 50 42.54 42.84 6,827.00 | 12.41 | 5,647.50 10.27
6,780 | 11.30 16,895 | 28.16 14,830 | 24.71 26, 187. 50 26, 187. 50 43.65 43.65 7,872.00 | 13.12 | 6,272.50 10.45
8,880 | 12.69 21,895 | 31.26 19,130 | 27.33 31, 437.50 31,437.50 44.91 44.91 9,062.00 | 14.23 | 7,772.50 10.75
10,980 | 13.72 27, 34.12 , 030 | 29.81 38, 687. 50 36, 887. 50 45. 86 45.86 | 12,827.00 | 15.41 | 8,772.50 10,96
16,180 | 16.18 39, 39.10 35,030 | 35.08 47,187. 50 47: 187.50 47.19 47.19 | 17,607.00 | 17.61 11,272.50 11.27
31,680 | 21.12 70, 46.73 67,030 | 44.60 73,437.50 73,437.50 48.96 48,96 | 34,282.00 | 22.85 17, 522. 50 11.68
40,180 | 24.50 | 101,095 | 50.55 | 101,030 | 50.52 ,087.50 | 99,687.50 | 40.84 | 40.84 | 50,057.00 | 25.48 |23/772.50 | 1189
$2,680 | 30.80 | 165,005 | 55.03 | 173,030 | 57.48 | 152,187.50 | 152,187.50 50.73 50.73 ?&85?. 00 | * 32.28 |36, 272.50 12.09
880 | 38.54 , 59.42 | 323,030 | 64.61 | 257,187.50 | 257,187.50 | O51.44 | 51.44 | 195407.00| 39.08 [61,272.50 | 12.25
475,180 | 47.52 | S 647,005 | 64.71 | 708,030 | 70.30 | 510,887.50 | 519,887.50 51.97 51.97 | 499,157. 49.92 1:’:,17250 12.38
140,180 ( 62.80 (3,527,005 | 70.54 [3,783,030 | 75.66 |2,619,657.50 (2,619,687.50 | 52.39 | 52.39 3,415,157.00 | '68.30 [623772.50 | 12,48

.

The Senate retained the provisions of the House bill execlud-
ing partnerships and individuals from excess or war profits
taxes,

There are two important amendments which the Senate in-
corporated, relative to the excess and war profits taxes and the
incowe tax. They are what we call the inventory and the net
loss relief provisions. The net loss relief provision in the Senate
amendment was extended indefinitely and reached back to 1916.
After discussion of the matter the conferees agreed that it was
wisger and safer to limit those relief provisions for the one year,
for the transition period from war conditions to peace condi-
tions, and extend it just for this year, 1919. Both of those pro-
visions are innovations in American tax laws, They exist to a
certain extent in the British tax laws.

The invenfory provision is this: If at any time within 1919
the taxpayer discovers that he has sustained an actual loss on
account of the reduction in values of his inventory which he
returned for the taxable year of 1918, he can have that loss as-
certnined by the Commissioner of Internal Revenue, and have his
tax on his returns for 1918 redetermined after deducting from
his net income of 1918 the amount of such loss, and have re-
turned to him the difference between the tax paid on such re-
turn and the tax found after such redetermination to be due.
For instance, we will say that a wool manufacturer had
$500,000 of wool on hanc at the end of his business or taxable
year, December 31, 1918. He included that in his tax returns
in order to make up his net income. That was put in at
$500,000. It cost him that much. It was worth that much.
He had made that return, as the law requires, as constituting
part of all of the other assets upon which is estimated his net
income. Suppose in this transition period from war to peace
there is a shrinkage in the value of that wool, so that what was
estimated to be worth $500,000 on December 31, 1018, on April
1, 1919, is worth only $250,000. On the face of it he would
have a net loss of $250,000, and on which amount he had al-
ready paid his income and excess or war profits taxes, based on
his net inconze return for 1918,

The bill does not provide, as I have seen stated in the news-
papers, that he could have deducted the $250,000 shrinkage value
from his net income of 1918 and have the tax redetermined ac-
cordingly. In that shrinkage he must show to the commissioner
that he has sustained an actual loss by reason of it. That actual
loss may not be over $50,000, it may be but $20,000, or it may be
$150,000, or as much as the $250,000, but whatever loss he shows
he sustained by reason of the reduction in value of his inventory
he has the right to have it deducted from his net income for 1918
and have his tax for 1918 recomputed on the basis of a deduc-

i T3 .
tion of the loss from his net income. Suppose it should turn

out that with the $500,000 of wool on hand he had already
contracted and sold to his customers the finished product based
upon. that price of wool. He then will have lost nothing, al-
though the wool has shrunk in value to $250,000. Suppose he
sells it at that rate and makes his profit and then begins to buy
wool for the next month at a lower price and sells the finished
product upon the basis of the price for which he purchased it,
and so on, he loses nothing by such reduction in wool value. - He
must show an actual loss by virtue of the shrinkage. If thera
be an actual loss sustained, and there will be millions and hun-
dreds of millions of losses sustained in that way, and the tax-
payer shows if, he then can go to the commissioner or to the
advisory board and have his taxes readjusted, as before ex-
plained. Suppose, in the case given, that he lost in 1919 $100,000
by such shrinkage in value and had given in his return a net
income of $500,000 for 1918. The commissioner must go back
and take the 1918 returns and deduct the $100,000 of loss on
account of the shrinkage in value from the net income of 2500,-
000 and redetermine his taxes for 1918 on a basis of $400,000
net income instead of $500,000, and the difference in a tax on
$500,000 and on $400,000 is to be refunded to him. While it is
an innovation, and it struck me at first as unwise, the more I
considered it the more just it appeared to me, and it appeared
just to the House conferees, and I believe it will appear just to
the membership of the House and to the country at large.
Another innovation to which I have referred, which the Sen-
ate put in the bill, was the net loss provision. As I said, the
Senate had the time unlimited for the future, and it reached
back to the taxes of 1916; that is, the Senate provision permit-
ted a redetermination of the taxes as far back as 1916 and for
all time in the future. The conferees finally concluded that
the best thing to do was to limit it to the transition period; in
other words, the one year 1919. The inventory and net loss
relief provisions are emergency provisions, and the conferces
agreed to treat them in that way. The net loss provision is
this: If a business or trade shows in 1919, in its fiseal year,
between October 31, 1918, and January 1, 1920, which includes
the calendar year of 1919, a net loss instead of a net profit, it
can take the amount of that loss from the income upon which
it paid the taxes for 1918 and have the 1918 tax redetermined,
just as I explained in the case of the inventory, and have the
difference between the tax paid and the tax as redetermined
refunded to it. In other words, if the trade or business made
$500,000 clear net profit in 1918, and this year—1919—during
the transition period, instead of making n profit it loses

$100,000, then we permit that business to go to the commis-
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sioner and ask for a redetermination of its tax for 1918. The
commissioner will deduct from the income of $500,000 as re-
turned for 1918 the $100,000 loss, leaving $400,000. Upon the
basis of $400,000 income the 1918 tax will be recomputed, and
the difference between the tax paid on the $500,000 and the tax
computed on $400,000 income will be returned to the taxpayer.

These are two relief provisions in the bill which the House
conferees thought were right and proper as modified by the
conferees, but there are some relief provisions, especially those
known as the mineral, oil, and gas provisions, in this bill that I
can not subscribe to, and I reserved the right to say so upon
the floor of the House. I can not subsecribe to them because I
regard them as pieces of special favoritism. Many others do
not so regard them. With due respect to my colleagues Scorr
Ferris, CArTeER, HAsTINGS, and the other Oklahoma Members,
and some Members from Missouri and other States, who have
importuned me and the other House conferees night and day,
s0 long and so often, with respect to these provisions, and have
been so urgent that they should remain in the bill, I want to
say that, in my judgment, they are unwise, unjust, and unwar-
ranted. But we need not guarrel about them now; they are
in the bill. I do not like to take up the time of the House
telling what some of these provisions are. One of them pro-
vides that when a man discovers a mine or gas or oil field, or an
oil or gas well,a prospector or an adventurer, and sells—it makes
1o difference how much profit he may make, he may put in $10,000
and make by sale $1,000,000 profit in five days—his income
surtax shall in no case exceed 20 per cent of the selling price,
though all other classes of individuals—farmers, merchants,
manufacturers, doctors, lawyers, or persons engaged in any
other business—if they put in $10,000 on a proposition and make
$1,000,000 clear profit out of it, whether overnight or in a
year, they will have to pay $583,510 in surtaxes which the bill
provides, but the mine, oil, or gas prospector or discoverer under
this provision of the bill will pay only $200,000. There is a simi-
Jar provision in the case of the war or excess profits tax. When
a corporation discovers a mine, an oil field, an oil well, or gas
well and sells, it does not make any difference how much clear
‘profit it makes, a hundred per cent or a thousand per cent on
‘the eapital invested, its war and excess profits taxes shall not
exceed 20 per cent of the selling price, although corporations in
every other kind of business making the same profit on the
'same capifal must pay from 30 to 80 per cent tax on their
profits.

There is another provision that I did and do not like, which
seems to me and to my colleague on the conference commitiee
[Mr. Dixox] is unwarranted and can not be justified, and yet I
am afraid I had a majority of the House conferees against me
on it. It is that if a corporation has an income from gold
mining, no matter how big it is and how large a per cent of
irofit on its capital invested, it pays no excess-profit tax on it.

n other words, if the corperation had $1,000,000 net income
from a gold-mining industry, it wonld not pay any excess or
war profit tax on if, though that income was 100 per cent
profit on its invested ecapital. They had a plausible argu-
ment for it. They say that everything has appreciated in
value except gold, which has depreciated in value, and that
gold-mining machinery and labor and supplies have increased
wonderfully ; that gold is the world's standard of value and
that we ought to encourage its production, and therefore the
profit of the gold mines should not bear a war-profit or excess-
profits tax. I looked at it in this way, that even suppose the cost
of production had increased wonderfully and even if gold had
greatly depreciated, as it has, compared with other articles, in
spite of all such handicaps if a corporation in the gold-mining
business should make 50 per cent profit on its investment, why is
it not as able to pay an excess or war profit tax on that as well
as a corporation manufacturing shoes and making 50 per cent
on a4 like amount of capital? If such a corporation is able
in spite of all handicaps to make as large a per cent as any
other corporation, it ought to pay the same tax as a corpora-
tion in any other business making the same profits on the same
amount of capital; but the gold-mining argument appealed to
a majority of the House conferees and the provision went in.

If T had my way, this bill would not have been quite as it is
now. But I found on the conference committee five Senate
conferees and four other House conferees, and each one of
them had a way, too. So I just could not have my way, because
they insisted on having their way. But, on the whole, I believe
we have got a good bill, as good as five House conferees could
make it in conjunction with five Senate conferees. [Laughter.]

I think we have a bill, on the whole, that every patriotic
man in the House and Senate can stand for and will stand for,
although he will find many provisions in it that he does not
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like. We had to give and take. We had to have a bill. If we
did not have this bill, we would have had to be content with the
existing law, and the war profiteers of this country would benefit
Just $1,700,000,000. .

Another important difference between the House and the Sen-
ate was with respect to consolidated returns. The House bill
declared specifieally that the corporations having subsidiary cor-
porations should neot be permitted to file consolidated returns;
that is, combine the capital invested and income of all the
subsidiaries and find the capital invested and net income of
the group and pay the income tax on that basis, because many
large corporations by such method would get out of paying a
large amount of taxes. The Senate struck that out and
most strenuously contended for consolidated returns., While
Dr. Adams, who is chairman of the Advisory Tax Board,
stated before the conference committee that there will be
very little difference between the taxes that will be paid under
consolidated returns and those that would be paid under non-
consolidated returns, in my judgment the difference will amount
to over $200,000,000. I found that practically every corporation
in this country that had subsidiaries was in favor of the con-
solidated returns. The Senate conferees were very insistent,
and I may say stubborn, upon having the consolidated returns.
There was a unique difference between the Senate conferees and
House conferees. The two worst things in this bill in our
judgment were the two best things in the Senate’s judgment.
And the two features that I thought ought to be eliminated
beyond all doubt were the two features that the Senate con-
ferees were most insistent upon, the oil and gas and mining
provision, to which I have referred, and ihe consolidated-return
provision.

It was the unanimous opinion of the conferees of the Senate
and the House that while the Senate amendments did not do if,
as the House bill did, that the profiteers on Government war
contracts should not escape taxation through the several relief
provisions in the bill. We protected the Government against
them: even with respect to the consolidated-return proposition
and provided that no corporation organized since August 1, 1914,
since the European war began, shall be permitted to make a con-
solidated return if 50 per cent of its gross income came from
gains, commissions, profits, or other income derived from Gov-
ernment war contracts. In such a case the corporation can not
file a consolidated return, but it must make a separate return,
and its net income and taxes must be computed upon its capital
invested and not the investments of some other affiliated com-

pany.

It is estimated that there are several thousand of such cor-
porations, most of them war corporations incorporated to take
some Government contracts or subcontracts. Some of the sub-
sidiary companies of the big companies organized since August
1, 1914, with a eapital of from $2,000 to $5,000, will make a profit
out of war contracts running from $2,000,000 to $12,000,000, and
we provided in the House concurring amendment that the Gov-
ernment should be protected against them and that they should
pay on their own net income and profits, based on their own
invested capital. The conferees put into these relief provisions
half a dozen or more provisions excepting these war-contract
corporations from their benefit, which the Senate conferces
readily agreed to as right and proper.

Mr. LONGWORTH. Mr. Speaker, will the gentleman yield?

Mr. KITCHIN. Yes.

Mr. LONGWORTH. Would it embarrass the gentleman to
yield to a guestion in regard to the consolidated returns?

Mr. KITCHIN. No.

Mr. LONGWORTH. I have in mind a certain corporation
with an invested caplital of approximately $15,000,000, which
organized a subsidiary corporation with a ecapital of $1,000,
whose profits so far have been In one transaction with the Gov-
ernment; that is to say, the profits of this corporation of $1,000
capital have been $1,000,000. I would like to have the gentle-
man explain how under this proposition that corporation would
be taxed?

Mr. KITCHIN. Such a corporation will pay income tax on
$1,000,000 and will have its percentage of profits for the excess
and war profits tax computed upon the invested capital of
$1,000. The war-profits tax will be 80 per cent on all profits in
excess of 10 per cent of its capiftal invested plus the specifie
deduction of $3,000.

Mr. LONGWORTH. Under the Senate consolidated return
provision that company would pay no tax whatever?

Mr. KITCHIN. Very little, if anything. Its return would
be consolidated with the parent company and other subsidiaries,
In other words, the parenft company and this subsidiary com-
pany and other subsidiary companies, if any, would make a con-
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solidated return, and the total capital and the total income of
all would be computed, and the little company would get the
advantage of the $15,600,000 eapital invested for purpose of the
deduction. Instead of getting about 80 per cent of its net in-
come we would get little, if any, tax.

The Senate provided for quarterly payments of all income
nnd war or excess profits taxes—that is, when the tax return
is filed' the taxpayer ean pay one-quarter of his total tax, and
then, three months after the time fixed by law for filing the
return, pay another one-quarter of the total tax; then, six
months after the time fixed by law for filing the return, pay
another one-quarter of the total tax; and nine months after the
time fixed by law for filing the return pay the remmainder. The
conferees agreed to the Senate provision. The House bill au-
thorized the commissioner to extend the time for filing returns
whenever, in his judgment, good eause existed for allowing an
extension, but provided that except in the case of taxpayers
who are abroad that the extension should not exceed two
months. The Senafe eliminated the two-month limit The
conferees agreed upon a six-month period as the maximum
time the commissioner could allow as an extension of time
for filing returns, except in the ease eof taxpayers who are
' abroad.

The SPEAKER pre tempore (Mr. Fenris), The time of the
gentleman from North Carolina has expired.

Mr. MANN. How much time does the gentleman desire?

Mr. KITCHIN. I want to get through in half an hour.

Mr. MANN. T ask unanimous consent that the gentleman may
have half an hour more.

The SPEAKER pro tempore. The gentleman from Illinois

asks unanimous consent that the gentleman from North Caro-
“lina may proceed for half an hour more. Is there objection?

There was no objection.

Mr. KITCHIN. Now, as to the definition of “invested ecapi-
tal,” it is practically the same as the definition in the House
bill, with but one exception. The House bill' provided that in-
vested capital meant, in the case of tangible property, bona fide
paid in for stock or shares, the actual cash value of such prop-
erty, but in no case to exceed the par value of the original stock
or shares specifically issued therefor. The Senate put in a
provision, to which the House conferees finally agreed, some of
us very reluctantly, that where the taxpayer can show to the
sntisfaction of the commissioner that the actual cash value
of the tangible property at the time it was paid in was clearly
and substantially in excess of the par value of the stock issued
for it, the real value of the tangible property at the time it
was turned over for the shares of stock could be counted as
part of the invested eapital

The House bill also specifically provided that *“paid-in or
earned surplus and undivided profits™ should not include the
increase in the value of any asset above the original eost until
such inerease is actually realized by sale. This provision was
stricken out by the Senate, and the conferees accepted the amend-
ment, because it was surplusage and merely declaratory of an
accepted general principle eontrolling the whole computation of
invested capital.

There were in the Senate amendment several specific relief
provisions ether than those to which I have heretofore referred,
and one section in the House bill, which included several gen-
eral relief provisions, which we thought was very liberal. The
conferees finally agreed that it would be safer and better and
do no injustice to the honest taxpayers to strike out all these
specific and general relief provisions and have just ene general
relief provision, which is section 327, paragraph (d), and
begins on page 134,

. I will read it:

(1) Where n a.p lieatlon by the corporation the commissioner
ﬂndﬁ and so declares rd that the tax if determined without bene-
fit ef this anctlnn wrmld. owing to abnormal conditions affecting the
capital or income or the co ncxe-gnmtlan. work upon tlie corporation an ex-
ceptional hardship by gross dﬁmpurﬁon between the tax
computed without be'neﬁt of this scetion and the tax computed by refer-
ence to the representative corporations specified in section 328. This
subdivision shall not applr to any case (1) in which the tax (eomputed
without benefit of this section) is high mercly because the eorporation
earned within the taxable year I. rate of profits u a normai
invested capital nor (2) in which 50 pcr cent or more of the gross in-
come of the corperation for the taxable year (computed imder see. 233 of
Title II) consists of gains, profits, commissions, or other income, de-
ri on. a cost-plus basis from a Government contract oy contracts made
between April 6, 1917, and November 11, 1918, both dates inclusive.

The bill provides that in the cases specified in seetion 327 the
tax shall be an amount which bears the same proportion to the
net income of the taxpayer, in exeess of the specific exemption
of $3,000, for the taxable year as the average tax of repre-
sentative corporations engaged in a like or similar trade or
business bears to their average net income, in execess of the
specific exemption of $3.000, for such year. Under the specific
provisions no official had any particular responsibility, and one

' could take any case he desired, whether it was an exeep

tional
hardship or not, and make application that the tax should be
computed on the basis of representative eorporations.

The conferees, as I said awhile ago, as a matter of safety to
the Government, without doing any injustice to the taxpayer,
in ease he is actualy entitled to relief, provide that the tax.
payer, in order to get relief under this representative corpora-
tion section, must apply to the commissioner and must show to
the commissioner that it is an exceptional hardship; not that

- he is making an exceedingly large profit on invested eapital and

therefore his tax is exceedingly large, but it must be an excep-
tional hardship owing to the peeuliar and exceptional conditions
surreunding the taxpayer's business, income, invested capital,
aml so forth; and the commissioner must find, and so declare of
record, that the ease is one of exceptional hardship before it
can be eonsidered under section 327,

This provision gives a taxpayer only that to which he s ene
titled, beeause he ought not to have relief unless, owing to the
peculiar situation of his business or eapital or income or some-
thing, the payment of the tax would be an exceptional hardship
upon him without the benefit of the relief provision.

Mr. EMERSON. Mr, Speaker, will the gentleman yield?

Mr. KTTCHIN., Let me get through with this first, please.
I do not think the House or the Senate will object for one
moment to that relief provision taking the place of the others,
because it is a safeguard to the Government; and I believe it
will save millions and millions ef dollars by substituting it for
the provisions which the Senate had.

There is one very ingenious provision that the Senate put in,
which is a very wise one. It accomplishes what the House
intended to accomplish and what its provision substantially
would accomplish, but it would not do it in such a skillful
and scientific way as will the Senate provision, which the Housa
conferees agreed to, with an amendment excepting from its
application the war-contract corporation. The House bill pro-
vided that in the ease of a corporation the earnings of which
are to be ascribed primarily to the activities of the stockholders
of the corporation and not to the eapital invested, where capital
is not a material income-producing factor, the excess-profit tax
should not exceed 20 per cent. That would take care of cor-
porations doing the business of architecture, corporations doing
the business of insurance ngencies, or that had no eapital in-
vested, or where whatever little capital was invested was not a
material factor that produced the income.

I think the Senate provision is an improvement on that of the
House. It describes such corporations as personal-service cor-
porations and provides that they shall be taxed just as partner-
ships are taxed. If, for instanee, such a corporation makes
$100,000 the taxable year, each stockholder will pay income tax
on the amount of earnings he would be entitled to if distributed,
whether distributed or not by the corporation, as if it were a
partnership. I think we ean all agree to that provision.

But here is one important thing that the Senate overlooked.
Many, and perhaps a large majority of corporations, having cost-
plus eontracts would come under the persenal-service eorporation
provision of the Senate. In these cases the Government fur-
nished the money or eapital. For example, take a corporation
that was erganized for the purpose of building a eantonment or
constructing ships. The stockholders of ether eorporations would
organize a eorporation with only a nominal eapital, say, of from
$1,000 te $5,000. It would furnish no money or ecapital with
whiely to execute the contract. The Government would furnish
all. So under the interpretation of the Senate's language these
corperations would escape all excess-profits and war-profits
taxes. Some of these little thousand-dollar eorporations made a
million—in some eanses severnl million—dollars profit, one of
which the gentleman from Ohio referred to. These would have
entirely escaped the excess and war profit taxes. But the House
conferces proposed an amendment which proteets the Govern-
ment and compels the cost-plus contraet eorporations to pay
such taxes. The Senate conferees readily agreed to it. Like
the House conferees, they favored catching the profiteers under
Government war contracts with the exeess and war profits taxes
and Ieaving no loophole for escape. We therefore provided that
this section should not apply te any corporation 50 per cent:
or more of whose gross income was received from Government
contracts. So we eaught all the cost-plus eontract gentlemen un-
der that provision, and their corporations pay, as ether corporn-
tions, the full corporation income and excess and war profits
taxes,

I must hurry on. I want now to refer to some llnpm-mut
subjects of taxation retained or stricken out of the House bill
The House bill taxes the salary of the President and of the Ied-
eral judges, also the salaries of State and municipal officers,
and the interest from certain State and municipal bonds. As
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I said to the House when the bill was being considered by it,
that in my opinion it was doubtful whether we could con-
stitutionally tax the salaries of State and municipal officers or
the interest on State and municipal bonds, but I supported the
House provision on the floor and gave reasons why it should
remain in go that the question might go to the Supreme Court
for final determination, and if constitutional we would get
several millions of dollars to lelp win the war. But since
ihe war has been concluded, sii:ce the armistice has been signed
and the taxes reduced, the Senate struck the provision out.
In fact, the Senate also struck out the tax on the President’s
and judges’ salaries, as well as the tax on salaries of State and
municipal officers, and the tax on the interest from State and
municipal bonds.

The House conferees yielded as to striking out the tax on
the salaries of State and municipal officers and the interest
from State and municipal bonds, but the Senate conferees
yvielded to the House provision with respect to the President's
and judges' salaries. So that the President’s and judges’
salaries will be subject to tax like the salaries of all other
Federal officers, like yours and mine and like the income of
every other citizen of the country. [Applause.]

The automobile-license tax and the tax on gasoline, which were
written in the House bill during the war, were stricken out by
the Senate. The House conferees yielded.

The provision in the House bill taxing mail-order houses
whose gross annual sales exeeed $100,000 was stricken out by
the Senate. Its conferees insisted on the amendment. We of the
House yielded. We yielded to a great many Senate amend-
ments to the bill in order to get this bill to tax the war profi-
teers. We feared that some people in the Senate and in the
House would like to have some excuse to defeat this bill in
order that certain corporations and influential constituents
might pay under the present law and thereby escape the war-
profits tax.

As I said a few moments ago, this bill as it comes from the
conference—and T want the membership of this House to bear
this in mind—pursues in the matter of taxation, practically on
all subjects, the methods and policies adopted by the House.
The Senate did not change the policy or method of the House
bill, barring the change of the rate of tax and removal in a few
instances of the tax in order to reduce the total amount from
$8,000,000,000 to $0,000,000,000, except in three instances, and
in each of those three instances the Senate adopted an entirely
different method and policy of taxation from that in the House
bill.

These were with respect to the estate tax, the tax on insur-
ance of all kinds, and the capital-stock corporation tax. The
Senate struck out all the provisions in the House bill relating
to those three subjects of taxation and substituted an entirely
different plan and method of taxation. After considering each
one of those propositions for some time the conferees agreed to
2o back to the House method and policy of taxation in all of them,
For the estate tax the Senate substituted what is called a legacy
tax, which would collect only $22,000,000 a year, while the House
bill would collect $110,000,000 the first year and the second year
$£140,000,000, The conferees in returning to the House estate-
tax method did modify the rate of taxation on estates, and, since
the war is over, I think justly so. The House estate tax was
entirely too high for peace times, and we reached the very
highest limit even in war times. When the conferees agreed
to accept the House estate-tax policy we agreed to accept the
present existing estate-tax rates on net estates of $1,500,000 and
over. The rates on the net estates under $1,500,000 will be
somewhat lower than the rates under existing law.

Talle showing the cstate tar rates as agreed to dn conference and under

existing law.
Rates on net estates
- under—
Amount of net estate (an exemption of $50,000 is allowed
estates of residents of the United States in computing the
value of net estate). Conference | Existing
- agreement. law.

Per cent. | Percent.
X 2
2 4
3 6
4 8
6 10
8 10
10 12
12 12
14 14
16 16
18 18
20 20
2 2
25 25

In view of the high estate taxes, inheritance taxes, in the sev-
eral States, the House conferees thought the rates agreed to
were sufficiently high in peace times. There was one other
important modification or amendment to the estate-tax provi-
sion of the House bill which the conferees agreed to. The
House provision did not permit, nor does existing law, exemp-
tion from taxation of bequests, legacies, gifts, or devises to
charitable, educational, religious, literary, and scientific insti-
tutions. That exemption was put into the conference bill. Also
we extended the time for the payment of these taxes, which the
commissioner could grant, from two years to three years. That
is, we gave the commissioner the power, in cases where he
thought it was justified, to extend the time for payment to three
years., The conference action also exempts from the tax under
this bill and the existing law the transfer of the net estate of
any decedent who has died or may die while serving in the
military or naval forces of the United States in the present war
or from injuries received or disease contracted while in such
service.

The conference agreement also changes from three years to two
years the period of time within which a transfer of a material
part of his property by a decedent before his death shall be
deemed to have been made in contemplation of death, With
these exceptions, and the exception of a few amendments mak-
ing minor administrative changes, the estate tax is exactly as
we passed it in this House, line for line and word for word.

The House insurance tax provisions have been restored in
every particular.

The capital-stock tax was stricken out by the Senate and a
tax upon the net assets shown by the corporation books was
substituted. This, as it was discovered in the conference, would
work a great injustice to and a discrimination against many,
corporations and would get several million dollars of taxes less.
After analyzing in the conference the new method proposed by,
the Senate, it was agreed to restore the capital-stock tax pro-
vision just as the House had it.

I will now take up important Senate amendments relating to
entirely new matters and the conference action thereon. As I
sald a few days ago in the House, some of these amendments are
entirely without the provinece of a revenue bill, but being in the
bill by the Senate’s action the conference had to face and con-
sider them. To the so-called hone-lry amendment, applying to
the District of Columbia, the House conferees yielded.

Then there is the extra tax on the income of manufacturers
employing child labor. Remembering what took place in the
House when the bill went to conference, and the sentiment of
the House in favor of that amendment, the House conferees
yielded.

To the amendment repealing the additional 1 cent on letter
and card postage, the House readily yielded. So that after
July 1, 1919, we will not have to pay 3 cents letter postage, but
will go back to the old postage rate of 2 cents on letters.

A Senate amendment repealed the existing law as to the zone
rates on second-class postage matters, magazines, and papers.
The Senate yielded on that, and the zone system will remain
just as it is in the present law.

As to the Senate amendment faxing political contributions,
the Senate conferees refused to accept the amendment which
the House had instructed its conferees to propcse and insist
upon, striking out the retroactive feature of the Senate amend-
ment and applying the tax only to future contributions. They,
therefore, against the protest of some of the House conferees,
yielded, and between us I think they, or some of them, wanted
to yield. [Laughter.] Some of the Senate conferees declared
that they wanted the political-contribution amendment making
it retroactive remain in its * original symmetry, purity, and
beauty,” and they would withdraw the Senate amendment or
at once yield, if the amendment striking out the retroactive
features was insisted upon. [Laughter.]

As 1 stated in the House here when we had this matter up
about a week ago it was my judgment, it mattered not which
motion, whether that of the gentleman from Texas [Mr. GARNER]
or that of the gentleman from Missouri [Mr. Rucker] the House
adopted, the Senate was going to have some good reason to yield
and not let that provision go into the law. So it will not be in
the law. :

Now, I come to a very important and very just provision,
which the House conferees and Senate conferees very willingly,
agreed upon. If is in regard to the so-called month’s pay to
officers and enlisted men in our military and naval forces.
When the House conferees read the Senate bill they found a
provision giving one month’s pay to the officers and enlisted
men in the Army and Navy, including the Nurse Corps, but it
only applied to those officers and men who had been honorably
discharged after November 11, 1918, or who shall hereafter be
discharged. It did not give the man any pay who had been dis-
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charged prior to the armistice. It gave the officers a month's
pay and the enlisted men a month’s pay. In other words, it
would mean that a colonel would get $333 when he was dis-
charged and an enlisted man, who had gone right to the front
‘and bared his breast to the enemy’s ghot and shell, would only
get about $36. We did not think that was the right, fair, and
equitable thing to do. This is a bonus; it is a guaranty in the
nature of a token of the country's appreciation of and as a
tribute to the loyalty, valor, and sacrifices of our men of the
Army and Navy, and when we are bestowing such gratulties we
feel that the enlisted man was entitled to just as much consider-
ation as the highest general. So the conferces provided that the
enlisted man should have the same as an officer—each should
have $60. [Applause.]

We provided, too, that any enlisted man who had been hon-
orably discharged sinee April 6, 1917, should have this pay or
gratuity the same as the man who was discharged the day after
November 11, 1918, [Applause.]

I want you to read this provision and see if we did not do
the right, fair, and just thing, especially under the present
emban‘aased ﬂnanclal condition of the Government. Oh, I know
'some of you gentlemen would like to say 6 months’ or 12 months’
pay; some would like to say $500 or $1,000; but, gentlemen,
you underrate the sense of honor and pride and intelligence

- of the enlisted men in the present Army and Navy. The man,
iin or out of Congress, who attempts to demagogue for the sol-
‘dier vote will make a miserable failure. Within the ranks of
#the private in the Army and Navy are found some of our most
intelligent and capable men. Thousands of college or univer-
‘gity graduates, hundreds of thousands, through not blessed
with a college degree but egually as intelligent and capable, are
ghere; business men, professional men, bankers, farmers, me-
rhanics, many leaving lucrative business, practice, and position

there. The enlisted man of the Army or Navy represents

best type of manhood of every vocation. He stands just as

igh in character aud ability and commands respect just as

much in his community as the highest officer in the Army or
Navy. [Applause.] He comes from every section and county
and town in the United States. I believe the man from your
eommunity who went in as a private and came out as a private is
ms good as the man in my community who went in as a private
and came out as a private, and he is as good in every way as
any officer in the United States Army or Navy, [Applause.]
He knows the immense war debt his Government has incurred
He knows the fabulous amount of bonds already piled upon this
and future generations, He knows the enormous amount of taxes
being levied. He knows that further bonds and higher taxes
must come to enable his Government to pay its war debts and
aaintain its actuval current expenses. He knows that in its
present financial straits $266,000,000, which is reguired to pay
the $60 granted to each by this bill, is as much as could be
expected of his Government at this time,
\ The SPEAKER., The time of the gentleman has again ex-
pired.

Mr. KITCHIN. Give me 10 more minutes, and I will finish
in that time.
¢ Mr., MANN. I ask unanimous.consent that the gentleman
have 15 minutes.

i The SPEAKER. Is there objection to the request of the gen-
tlemnn from Illinois? [After a pause.] Th» Chair hears none.

Mr, QUIN. Does the gentleman put Army nurses in?

Mr. KITCHIN. Yes; they are in.

Mr. RAMSEYER. What is the amount you provide?

Mr. KITCHIN. Sixty dollars cach.

Mr. RAMSEYER. For officers? ‘

Mr. KITCHIN. And wmen; all alike, We provide here a
lump sum of $60 for each man and officer, and we provide that
upon discharge then and there the $60 is to be paid to him,

in addition to every other amount the Government may owe

him. We provide, too, that those who shall have been dis-
charged before this act shall be paid their $00 each just as
soon as practicable, which, we Lope, it will be immediately upon
the application of the discharged soldier setting forth the Tacts
called for by the department.

Now, gentlemen, I have about seven or cight minutes.
anyone desire to ask me a question?

Mr. PHELAN. Wil the gentleman yield just a minute?

AMr. HOWARD, Will the gentleman explain section 55, that
was struck out? '

Mr. KITCHIN, That is the royalty proposition, which the

Senateput in. We all agreed that it should be stricken out. The

Senate amendment provided that royalties paid by the Govern-

ment for inventions used by the War or Navy Department dur-

Does

ing the present war should be exempt from taxation. The
House and Senate conferees considered that we ought to make
no such exception in the income-tax law. If the Government
took a fellow's invention and paid him $2,000 or $200,000
royalty a year and it was used during the war, and it was
worth $500,000 or $1,000,000, the place to get relief was not in
a tax bill. He could come to Congress with his claim and
present it to the proper committee hereafter.

Mr. EMERSON. Will the gentleman yield to me?

Mr, KITCHIN. I will yield first to the gentleman from
Massachusetts [Mr. PHELAN], who was first on his feel, and
then to the gentleman, if he desires.

Mr, PHELAN., I took up with the gentleman from North Caro-
lina the luxury fax and pointed out the apparent discrimina-
tion. Will the gentleman explain what has been done in that
case?

Mr, KITCHIN. The luxury tax was put in the bill by the
Ways and Means Committee during the war at the urgent re-
quest of the Secretary of the Treasury, not so much to get the
tax but to encourage thrift and prevent extravagance. When
the armistice was signed I felt, from the views of members of
the committee, and many other Members of the House, that I
would be safe in saying to Senator Sraaroxs, chairman of the
Finance Committee of the Senate, which I did, that if the
Senate would strike out the luxury-tax séetion I thought the
House or House conferees would concur. The Senate Finance
Committee did strike it out. I think it was during the last
day’s debate in the Senate upon the bill, in the confusion of
things and the desire to hurry up and get through with the
bill, that the luxury tax was restored to the bill. After it was
restored some gentleman in the Senate made a motion to strike
out just one or two items—

Mr, PHELAN. Three items.

Mr, KITCHIN (continuing). Relating to clothing and some
other wearing apparel, and left in all the other items, such as
shoes, hats, ghirts, and so forth. Now, as it came te the con-
ferees in that shape the conferees were powerless to remedy
the matter, for the reason that the Senate had kept in all the
items except clothing at a 10 per cent rate, and the House bill
rate was 20 per cent. The conferees could not go below the
10 per cent rate, neither could they climinate any items to
which the Senate had agreed, and the only way we could
think of to correct the discrimination was, after the bill be-
came a law, to have a joint resolution to strike out that
whole section, including probably the tax on articles made of
fur, as they are chiefly wearing apparel. And I hope we
can do it.

Mr., CARTER of Oklahoma. I understood the gentleman to
say they allow the consolidated returns except in the case of the
so-called war-profiteers’ corporations.

Mr. KITOHIN. Except corporations organized since August
1, 1014,

Mr. CARTER of Oklahoma. The gentleman understands and
knows better than the balance of us the difference between the
tax on a small income and on a large income. Now, how do you
overcome that preference that would be given to the small in-
come when you do not allow the consolidated returns?

Mr, KITOHIN, I will say that a small corporation, having,
say, $20,000 net income or less, is taken care of specifically in
this bill.

Mr. EMERSON. Will the gentleman yield?

Mr. KITCHIN. Yes.

Mr, EMERSON. I wanted simply to say, confirining what
the gentleman has said with reference to the privare soldier,
that there are private soldiers serving in the Army from the
city of Cleveland who earned $10,000 or $15,000 a year as busi-
ness and professional men, and earned as civilians, three, four,
five, and even six times a8 much as the captains or the colonel
of the regiment in which they served.

Mr, STAFFORD, Will the gentleman yvield?

Mr. KITCHIN. I will

Mr, STAFFORD. Did T understand the gentleman to say
the conferees withdrew the excess-profit and war-profit taxes
on individuals and partnerships?

Mr, KITCHIN, The Senate agreed to the House pmﬂsion
on that. The House and Senate provisions enly made corpora-
tions subject to the excess-profits and war-profits taxes,

Mr. STAFFORD, Why was it that individuals or partner-
ships that had been inaking large profits out of war contracts
should not be taxed like other corporations?

Mr. KITCHIN. Because the surtax, together with the normal
income tax, on individual incomes was so enormously high that
they would be reached in that way.
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Mr. STAFFORD. Has the gentleman compiled any tables |

showing the amount of revenue that will be derived from the
respective titles?

Mr. KITCHIN. The tables are not included in my report,
but I will put them in my remarks. Under this bill we will
raise for this fiscal year $6,077,000,000 and for the fiscal year
ending June 30, 1920, $4,184,000,000.

Mr. SNYDER. Mr. Speaker, will the gentleman yield?

Mr. KITCHIN. Yes,

Mr. SNYDER. I want to ask the gentleman a question in re-
gard to what the gentleman said about subsequent legislation to
take care of the luxury tax. Does the gentleman think that
can be brought about in time?

Mr. KITCHIN. Oh, yes. Section 904 does not go into effect

_ until May 1, 1919.

AMr. RAMSEYER. Mr. Speaker, will the gentleman yield?

Mr, KITCHIN. Yes,

Mr. RAMSEYER. I would like to ask the gentleman to
state whether the provision affecting the postal zones is

chan, s R

Mr. KITCHIN. The Senate receded on that amendment.
The zone system will remain the same as it is under existing
law.

Mr. SMITH of Michigan. Is the tax still kept, on the sales of
jewe]ry?

Mr. KITCHIN. Yes.

Mr. STAFFORD. Has any change been made in regard to the

rate on postal cards?

Mr, KEITCHIN. After July 1, 1919, it will be the same as it
was before the revenue act of 1917,

Mr. LOBECK. Whea does the 2-cent postage rate take effect?

Mr. KITCHIN, After July 1, 1919.

In closing, I predict that never again will the Government
get along any one year on less than $4,000,000,000. It ought to
be less, however.

If our public indebtedness reaches $30,000,000,000, which I
fear it will by June 80, 1920, it will mean that our annual
taxes to pay interest will amount to about $1,275,000,000; and
even if we deduct the Interest that we will receive from our
loans to foreign governments, we will still have to raise in taxes
to pay interest between $800,000,000 and $1,000,000,000. I fear
that our Army and Navy will cost us annually hereafier in
the neighborhood of $1,000,000,000. FPensions, in one shape or
another, and insurance will cost us not less than $1,000,000,000
a year. It will certainly take another $1,000,000,000 a year to
finance all the other functions of the Government, including
all the new things and new functions which the war has and
will graft upon it. Besides all the above, a sinking fund must
soon be established to retire our war debt.

In conclusion I will repeat what I have before said, our
annual expenditure will hereafter be much more than $4.-
000,000,000 unless the President and Congress take a firmer
and stronger hold on appropriations than they have heretofore.
[Applause.]

The estimated revenue receipt tables referred to are as fol-
lows:

TABLE 1.—Estimated revenue receipts under H. R. 12863, entitled “ A bill to provide revenue, mi or " for @ 12-months’ period, as reported to the House, as passed
by the House, as reported in the Senate, as passed by the S , and ag as agreed fo I um} ence commilice, and recei receipts for ﬁémm ‘
As ra%ﬂed to| Aspassed by | As ed to | As passed b - the " Fiscal
o v re o| As ¥
the House. the House, the te. the Senate. ctgfmmco mlﬂ’:m
committee.
$1, 482,186, 000 | §1, 452,156,000 | $1, 432,000,000 | §1,432,000,000 | §1,432,000, 000
: 804, 000, 000 , 000, 775, 000, 000 m,cm,nm 773, 000, 000 } $2, 839, 000, 000
3,200,000,000 [ 3,200,000,000 | 2,400,000,000 | 2,400,000, , 500, 000, 000
110, 000, 000 110, 000, 000 22,000, 000 22,000,000 60, 000, 000 47,453,000
1 115, 000, 000 115, 000, 000 115, 000, 000 115, 000, 000 113, 600, 000 30,002,000
1 14, 000, 000 14, (00, 000 14, 000, 000 14, 000, 000 14, 000, 000 6, 450, 000
175,000, 000 75, 000, 000 75, 000, 000 75,000, 000 ?mu,lm 24,300, 000
4, 550, 000 , 550, 000 5, 000, 000 , 000, 000 000, 000 1,433, 000
1 6,000, 000 6, 000, 000 6, 000, 000 , 000, 000 6, 000, 000 2,237,000
117,000, 000 17,000, 000 17,000,000 17,000, 000 17, 000, 000 6,299, 000
113,000, 000 13, 000, 000 20, 000, 000 , 000, 000 * 14, 000, 000 6,492, 000
1 85, 000, 000 95, 000, 000 50, 000, 000 50, 000, 000 &0, 000, 000 26, 357, 000
18, 000, 000 8,000, 000 3, 500, 000 3,500,000 3,500, 000 2,259, 000
1 120, 000, 000 120,000,000 | - 71,500,000 60,000, 000 71,1000, 000 23,081,000
k“h?}u W R 170, 000, 000 " 500, 60, 000, 000 60, 600, 000 60, 000, 000 000
umlnmﬂas,st mpermt aaim,mu 90, 000, 000 58,750,000 58,750, 000 58,750,000 |. s
laxesm luxuries, at 20 per cent 184,795, 000 175,000,000 |2 coeenenmnnses 8,000, 000 85, 000, 000 2
40, 000, 000 40,000, 0000 |2 e s s s e e i A =
1, 000, 000 1,000, 000 ,000, 000 1, 000,000 1,000, 000
485,000,000 85,000,000 75, 000, 000 75,000, 000 75,000, 000
32000, 000 32,000,000 31,000,000 31, 000,000 31, 000, 000
163, 000, 000 65, 000, 000 46, 200, 000 463, 500, 000 46, 500, 000
maim,mu 165, 240, 000 115, 000, 000 115, 000, 000 125, 000, 000
105, 000, 000 105, 000, 000 72,000,000 72, 000,000 72,000, 000
100, 000 9,100, 000 6,300, 000 6,300, 000 6,300, 000
............................... 100, 000 100, 000 100, 000
*) (5) ('&n (*) (%)
12,000,000 2, 000, 000 1,000,000 1, 000, 000 1, 000, 000
Capitalstock........... - P e S T T e 1 80, 000, 000 &0, 000, 000 €0, 000, 000 60, 000, 000 80, 000, 000
........ 11, 800, 000 1, 800, 000 1, 200, 000 » 200, 000 1, 200, 000
ote- .. 12, 500, 000 2,500, 000 2,100, 000 2,100,000 2,100, 000
Mail-order sales. . 5,000, 000 PR S AR A i AT (S S
Bowling alleys, billiard and pool tabl 12, 500, 000 2, 500, 000 2, 500, 000 2,500, 000 2,500, 000
Sbwunsgslﬂﬂea 400, 000 400, 000 400, 000 400, 000 400, 000
Ridingacademlies. . ... 50,000 50, 000 50, 000 50, 000 50,000
Business license tax. . . 10, 000, 000 18000000 LUsii s andl s et e
Manufacturers of tobacco 170, 000 70, 000 m.ouu 70, 000 70, 000
Manufacturers of cigars. . 850, 000 850, 000 850, 000 850, 000 850, 000
ammumrsolcignmttos o Ctih 240,000 | 240, 000 240,000 240, 000 240, 000
Useo!antomobllasandmnwmydsa.. ............................. 72,930, 000 o B R e R e T e e
oA g R S e T T oS T T Do D i W] 3 S ANl ) IR 2 () TTEE o 700, 000 700, 000 700, 000
Use of motor boats, yachts, ete............ P iy B R T IE 1, 000, 000 1, 000, 000 1. 000 1, 000, 000 1, 000, 000
Tolal..ccrcunnacsnsansnianmssasssnasnnsssssssnssaannanananssasasss] Ty178, 971,000 | 7,170,916,000 | &, 541,460,000 | B5,615,260,000 | -5, 788, 260, 000

and amess-

1 Actual collections since July 1, 1918, indicate that original House bill estimate was too

2 The income and excess and war profits taxes upon insurance companies are estimated to ylald $6,000,000. This amount is meluded in the estimated yield for income

ts tuas.
# Incl

! Rmh.wtim l’mm thﬂdgitlsa bill estimate of §1,137,600,000 is dus to the prohibition and Iood conservation features of the food stimulation act.

'Flwmnot
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iRl e e - ?u‘:hg.r o 1010, ond under
as conference eou year une ), @
the revenve act of 1618, as agreed to by m@:‘“ the fiscal year ending
June 30, 1920,
Fiscal year ending June 30—
1919 1920
,000,000 | $1,290,000,000
tion. , 000, 000 510, 000, 000
Excoss-profit tax 2,500,000,000 |  1,250,000,000
L B e e e D 110, 000, 000 110, 000, 000
115,000,000 115,000, 000
14, 000, 000 14,000, 000
Persons..... 75,000,000 75, 000, 000
0il by pipe lines. . 5,000,000 5,000, 000
Seats and berths...... = 6,000, 000 6,000,000
Telegraph and telephone. . b 16, 000, 000 17,000, 000
Insurance... 14, 000, 000 14, 000, 000
Admissions. 50,000, 000 50,000, 000
Club dues 3,500, 000 3,500, 000
Exciso taxes:
B A e e TR AL RO A N 50,000, 00D 75, 000, 000
Jewelry, sporting goods, ete............. B 41, 200, 000 60, 000, 000
Other taxes on luxurias at 10 per cent 14, 500, i, 000, 000
gthuune@m on ll.lx‘u.rill, ot 20 per cent 20, 000, 85, 000, 000
Yachts and pleasurs boats. . 250, 000 1, 000, 000
450, 000, 000 75, 000, 000
31, 000, 000 31, 000, 000
43, 000,000 48,500, 000
108, 500, 000 125, 000,000
61, 000, 000 72,000, 000
&, 000, 000 6, 300, 002
Lea. 20, 000 100, 003
Papisand bubes. .ol i tisiiass sh s mensnsaba 1, 009, 000 1, 000, 002
ial taxes:
b TN e e e e O 80, 000, 000 80, 000, 000
1T e e 1, 000, 000 1,200,
Theaters, m .................................. , 000, 000 2,100,000
B G RS aT, NSSe S T R L i
Bowlintalle s bﬂllard ani pool tables 1,900, 2, 500, 000
Shootin® galleries. . ......coceeeeuenns 100, 000 400, 000
Ridinz scadomies.. 10, 000 50,000
Businass license tax. ..... aewesalendainan sy e
Manafacturers of tobacco. . . ... 50, 000 70, 000
Manufacturers of cigars. ...... 640, 000 850, 000
Manafacturors of cigarettes. . ...... 180, 002 240, 000
Use of sutomobiles ani motoreyeles. _ ... ....|lcseeccscicincsesalonansnsssassanns
s TR
se of motor e IO S
FI0OT SLOCK tAX 02z s eansnnnseessenen SRR ;000,000 |........ A
1 Y e e e g Sk e e 8, 077, 200,000 4,184, 510,000
Mr. FORDNEY. Mr. Speaker and gentlemen, I am going to

be very brief. I am going to occupy but very little time. The
gentleman from North Carolina [Mr. KrrcaiNn] asked me to
say that the change in the postal rates takes effect July 1 instead
of July 11, 1919,

There are only a few things that I want to mention. First
of all let me say this bill is a much better bill now than when
it passed the House first. There are many amendments that
have been made in the Senate and in conference that, in my
opinion, make the bill more equitable and just to the tax-
payers. There are some inequalities in the law which are
hard to remedy. It can not be done easily. The tax upon a
corporation or a partnership with large capital is very difficult
to adjust so that the corporation and the partnership with the
same amount of capital and the same volume of business and
the same amount of profits shall pay the same amount of tax.
It is very difficult to draw ‘this or any other law to put them in
two classes, namely, the corporation and the individual, and yet
have the tax paid by each the same,

I believe the provision in the law, as now agreed to, relating
to oil and gas wells is equitable. A prospecting company might
go on for several years prospecting and losing money. All at
once they strike a well, a good flow of oil or gas. They can
only use as capital the money invested in that particular well,
not the money used by the corporation for several years past.
Consequently their deductions are not equitable and just, as
compared with those of other corporations, so that when a
profitable well has been discovered the limitation 13 20 per cent
on the selling price of that particular well.

I know of a particular instance where a firm ‘had gone and
spent $600,000 in prospecting for oil in Oklahoma. At last they
struck a very valuable flow of oil and were offered $600,000 for
that property. They could not sell because, as the bill passed
the House, they would be taxed 80 per cent of their entire pro-
ceeds from that sale except what money was expended on that
particular property. Therefore -they could not sell at all,
although the law ans it now stands before the House, in my opin-

ion, is equitable and just, much more so, at least, than the
original provision as the bill passed the House,

Now, as to the cost-plus contracts. The cost-plus contractors
of the country made profits because of the war. There is no
question about that. In many instances the capital was only a
nominal sum and the profits very great. I know of a single in-
stance where the capital invested was $25,000 and the profits
during the year 1918 were $1,150,000.

Another case was called to my attention. I believe the gentle-
man from Ohio [Mr. LoneworTH] spoke to-day of a subsidiary
company, with $1,000 capital, whose profits were $1,000,000.
Those were the men that the committee wished to bring within
the limits of that dragnet and impose heavy taxes upon them, be-
cause those profits were made out of the war, and the taxpayer
must pay it.

Now, let me show you what that does with the subsidiary com-
pany with $1,000 capital invested and $1,000,000 profit. I know
of an instance where practically no capital was invested and
where $3,600,000 profit was made. I want to get that fellow,
and this bill does get him. Here is what happens to the firm
with $1,000 capital and $1,000,000 profit: First of all it is enti-
tled to a 10 per cent deduction on the capital, which is $100,
plus $3,000, or $3,100 from a million dollars, which leaves
$996,900, on which an 80 per cent tax applies, which amounts to
$797,520. Deducting that war tax from the total of $1,000,000
leaves $202,480, from which the normal tax is deducted of 12
per cent, or $24,279.60, making a total tax upon that corporation
of $821,790.60. Out of the $1,000,000 profit, on $1,000 capital,
the firm still has $178,200, or 178 per cent on the capital invested.

Mr. SMITH of Michigan. Mr. Speaker, will the gentleman
yield for a question?

Mr. FORDNEY. Certainly.

Mr. SMITH of Michigan. Is it not true that under the cost-
plus contract the contractor is also allowed to include this tax
that he pays?

Mr. FORDNEY. In answering the gentleman let me say
there were some contracts drawn by the Government that were
construed by me and other members of the committee ns ex-
empting the contractor from all taxes paid. In other words,
there was language in the contract that said all taxes paid
should be a part of the cost. Therefore if the courts construe
a contract of that kind to mean that the Federal tax paid
shall be a part of the cost, then the man who pays that tax
gets his taxes back and his per cent of profit, 5, 7, or 10 per
cent, whatever it may be, on those taxes paid. That is bad law.

Mr. SMITH of Michigan. Yes; that is bad.

Mr. FORDNEY. I obtained that information from testimony
given before a Senate committee. I gave the name of the firm,
the date of the confract, and the number. However, it was
said that the Govefnment did not intend to include the Federal
tax in that provision. But there is the language in the contract.

Mr, JONES. Mr. Speaker, will the gentleman yield?

Mr. FORDNEY. Yes.

Mr. JONES. What was the purpose of excluding trading
corporations from the benefit of the personal-service corporation
provision? I see you put them in as one of the exceptions,
and cost-plus contractors as the other.

Mr. FORDNEY. Trading corporations?

Mr. JONES. Yes; why should they be exempted?

Mr. FORDNEY. IfI am correct, a trading corporation means
a sort of cooperative concern, where a portion of the business
is done for the stockholders of that corporation, and yet they
carry on a part of the business in trade, and so on. Now,
where the business is carried on for no other purpose except
the handling of the goods of the people who make up the as-
sociation, there is no tax on that part of their business.

Mr. JONES. Would that cover a concern which was selling
cottonseed cake on commission, for instance?

Mr. FORDNEY. No; I think not.

Mr. JONES. In other words, if it were purely a personal-
service corporation it would be entitled to the benefits of the
personal-service corporation exemption, If I read this exception
correctly, they would not get the benefit of it, because they
would be a commission house,

Mr. FORDNEY. They would be considered as a commission
house, and I do not think they would come in under that provi-
sion.

Now, when the bill passed the House we had in it a tax of 2
cents a gallon on gasoline. There were 2,200,000,000 gallons of
gasoline used in the country last year, and a tax of 2 cents per
gallon would yield a revenue to the Government of $44,000,000
if the same amount of gasoline was used in 1918 as was used
in 1917. In the reduction of the volume of taxes in the bill that




1919.

CONGRESSIONAL RECORD—HOUSE.

3013

item was stricken out, because gasoline has become a thing of
such common use by everybody.

There was much said in the committee about the amount of
compensation, or bonus, as it was called, to the soldiers who
served in this war. I believe that every Member of this House
and of the Senate feels that he wants to be generous to the poor
boys who went to the battle front and helped win this war.
Those boys suffered great hardships and great dangers. Many
enme back with one arm, with one leg, or without any legs or
without arms, A physician told me the other day that he found
a man out here in the hospital with both arms and both legs
off, The people of this country can not do too much for those
poor fellows. The people of the country remained at home and
enjoyed good beds and good tables to sit down to, in no danger,
enjoying all the comforts of life, while these boys were over
there defending the Stars and Stripes, and God knows we owe
them a debt that we never can repay. [Applause.] I wanted
to yield more to the soldier boys than was finally agreed upon—
$60 flat to everybody. What does this amount to, though, my
friends? These items run up to an enormous sum. Sixty dollars
to each soldier will call for a contribution of $266,000,000. It
is a mere bagatelle in comparison to the services rendered. One
year's pay was suggested by some men—one year's pay at $30
a month for the men in the field—but that would amount to
$1,596,000,000 in money.

Mr. LANGLEY. Will the gentleman yield there?

Mr. FORDNEY. Yes,

Mr. LANGLEY. Does not the gentleman think we could take
$500,000,000 out of the naval appropriation bill and double this
amount for the soldiers? Would not that serve a much better
purpose than to proceed to build a lot of ships that will not be
finished for several years?

Mr. FORDNEY. I had much rather economize in ways where
we can economize and give this money to these beloved boys.
[Applause.]

Mr. LANGLEY. I think the gentleman is entirely right, and
I think we ought to do it if there is any way to do it while
we are considering this subject.

Mr. FORDNEY. We are going to take care of those boys.
[Applause.] I have spent some time of late trying to prepare
@ bill to present to this House, and to my happy surprise I find
there is existing law by which those boys who have lost arms or
legs or have been disabled can, at the expense of the Federal
Government, be sent to school and edueated in some line—in
medicine, in law, in electricity, in mechanical engineering, or
any course chosen by the soldier—and receive an income from
the Federal Government of not less than $65 per month while
receiving that education, and in addition thereto the family is
entitled to the allotments and allowances as under existing law
during the time of his schooling.

Mr. LANGLEY. That is very true and that is right, but how
about the man who has.lost his job, even though he did not
lose an arm? What is he going to do while all this unemploy-
ment exists?

Mr. FORDNEY. I am not alarmed about employment for the
poor fellows when they come back. What I am anxious about
now is to see the immediate discharge of the soldiers in the
camps in the United States. [Applause.] Let them go home,
where they want to go. They came forward like brave men at
the call of their country. They were anxious to render assist-
ance. Our Government accepted them quickly. Now, for
Heaven's sake let them go home.

It has been suggested that we are going to have one grand
parade of soldiers in this city before they are mustered out.
My boy wants to go home and your boy wants to go home, and
they do not care a baubee about marching down Pennsylvania
Avenue for some officer to bow and scrape and say * How do you
do; you have done well, my boys,” go that afterwards we can go
down to the movies and see the picture of that fellow bowing
and scraping. That is all there is to be derived in the way of
benefit from such a parade. [Applause.]

Mr., CANNON. Will the gentleman yield?

Mr. FORDNEY. I take pleasure in yielding to my friend
from Illinois.

Mr. CANNON. As I understand, this bill earries $60 to be
paid to every soldier?

Mr, FORDNEY. Yes

Mr. CANNON. \\'hether he has been injured or not"

Mr, FORDNEY. Yes.

Mr. CANNON. ' And that is in addition to the compensatlon
for the loss of limbs, and so forth?

Mr. FORDNEY. Oh, yes,

Mr. CANNON. And that is in addition to the care for the
families and dependents of the soldiers?

Mr. FORDNEY. Yes; in addition to everything he is entitled
to under existing law. This is in addition to everything.

Mr, CANNON. Inecluding the vocational edueation?

AMr. FORDNEY. Yes.

Mr. CANNON. I am very glad that that provision is nmde
However, the great mass of soldiers who come back and the
great mass of those who supported them will pay cheerfully, in
addition to compensation the like of which was never made by
any government in the tide of time, and I am glad of it.

Mr. GALLIVAN. Will the gentleman yield?

Mr. FORDNEY. Yes.

Mr. GALLIVAN. Will the adoption of this $60 bonus pre-
clude any additional legislation along the line of granting a
bonus?

Mr. FORDNEY. Oh, no.

Mr. GALLIVAN. If another bonus is granted will this $60
be paid as well?. Bixty dollars is a measly amount to pay to our
mldll{r-:rs. I want to vote a really substantial recognition of their
WO

Mr. FORDNEY. The $60 will be paid whether there is any
suggestion for another bonus following this or not.

- Mr. GALLIVAN. I may say, if the gentleman will excuse
me for a moment, that I want to vote for this bill, although my
present intention is not to vote for it because of the very small
pittance which has been given the soldier. I have a six months’
pay bill introduced here, and I was wondering if this provision
would preclude the consideration by Congress of that six
months’ pay bill. I am anxious to have Congress give the sol-
diers and sailors, and the nurses, too, the equivalent of six
months’ pay.

The gentleman will again pardon me if I remind him that in
the last deficiency bill passed by this House we are covering
back into the Treasury, because of the sudden and unexpected
ending of the war, practically $15,000,000,000, thanks to our
boys. [Applause.] They finished the job they undertook in
quick time, and we can afford to give them a better deal than
this bill provides.

Mr. MADDEN. Will the gentleman yield?

Mr. FORDNEY. Certainly we can.

Mr. MADDEN. 1 see that the Agriculiure Committee has
provided for an additional billion dollars as compensation to
the farmer to maintain the price of wheat during the year
1919-20. The Railroad Adminisiration had placed to its eredit
$500,000,000 when the Government took the railroads over.
They have lost $216,000,000 in the operation of railroads within
a year. They are now asking for $750,000,000 more to tide
them over for another year. The Post Office Department has
taken over the telegraph and telephone wires, and as a result
of that they will be compelled to tax the telephone and tele-
graph users large sums to prevent loss. Now, if we can afford
to maintain the extravagant expenditures provided for in the
items I have indicated, is it not of infinitely more importance
and more decent to pay additional compensation or bonus to the
men who offered their lives to save the country?

Mr. FORDNEY. I agree with the gentleman.

AMr. MADDEN. Is not $60 a measly sum to give them?

Mr. FORDNEY. I agree with the gentleman that the $60 is a
very small pittance, but the best we could get in conference.

AMr. GALLIVAN. A mere tip.

Mr. FORDNEY. I was much in favor of a larger sum. The
sum the gentleman mentions as the guaranty for the price of
whent in the country will be paid; that was a guaranty made
by the Government——

Mr, MADDEN. But this is a new guaranty.

Mr. FORDNEY. As an inducement to the farmer to raise
more wheat at any cost to supply the hungry people of the
world.

Mr. LEVER. And the farmer raised it.

Mr. FORDNEY. He raised it and the Go?emment is going
to carry out its contract. [Applause.]

Mr. MADDEN. But they propose to make a new contract.

Mr. FORDNEY. The Government took over the railroads
and the gentleman's figures of the amount lost during Govern-
ment control do not ecorrespond with my own. I obtained from
the Committee on Appropriations this information, that the
first year the loss to the Federal Government for their meddling
with the railroads was $755,000,000. But we are like the man

.| in the hellow log that has the bear by the tail, he does not dare

to let go just now. [Laughter.]

Mr. STEENERSON. Will the gentleman yield?

Mr. FORDNEY. Yes.

Ar. STEENERSON. The gentleman is aware of the fact that,
although the Government guaranteed that price of wheat lasg
yvear, the Food Administration reports that they will come out
of the guaranty without any loss.




3014

CONGRESSIONAL RECORD—HOUSE.

FEBRUARY 8,

Mr. FORDNEY. I understand so, and I hope so.

Mr. STEENERSON. And that the next year does not indi-
cate a loss of a million.

Mr. FORDNEY. I do not know how we can be called upon
to pay a billion dollars and pay it and not lose some money. I
l()]o l::ot know how or where the Government is going to get it

ack. >

Now, let me go a little further. The Government has taken
over the steamships and, with all due respect for my good friend
from Pennsylvania, they came very near taking over the canals,

[Laughter.]
Mr. MOORE of Pennsylvania. That would have been the
[Laughter.]

cheapest investment they could have made.

Mr. FORDNEY. I respect you, my good friend.

Mr. MOORE of Pennsylvania. I want to say, if the gentleman
will permit, that they propose now to take another $200,000,000
out of the Treasury for good roads, whereas $100,000,000 taken
out for canals would have put us in business for years.

Mr. FORDNEY. The gentleman is correct, as he sometimes is.
[Laughter.] The Government took over the steamship lines.
Less than two weeks ago the Government notified the Merchant
& Miners Transportaion Co., whose steamships they had taken
over, an old established transportation company doing business
on the Atlantic coast, that they were going to return them.
When the Government took that company’s ships it took some
$600,000 of money then in that company’s treasury. Last week
the Government notified that transportation company that it
was going to give them back the ships without any money.
The Government is not only not paying the company for the use
of its ships, but is keeping the money it took out of the treasury
of the company. That is Uncle Sam for you and Government
ownership.

Mr. LOBECK. Mr. Speaker, will the gentleman yield?

Mr. FORDNEY. Yes.

Mr. LOBECK. Is not the great loss in the administration of
railroads largely due to the increased wages paid to every man
employed ?

Mr. FORDNEY. Partially so.

Mr. LOBECK. Is not that the largest item?

*Mr. FORDNEY. The power vested in the Interstate Com-
merce Commission controlled the incomes of the railroads, fixed
the maximum rates that the roads could charge for freight
and passenger service. The railroad companies for several
years had been appealing to the Interstate Commerce Com-
mission to give them higher freight rates and higher passen-
ger rates, but that was continuously declined by the Inter-
state Commerce Commission. The Interstate Commerce Com-
mission fixed the income of the railroads, but did not control
the outlay; but a political body, the Congress of the United
States, came in to help out the situation and said to the rail-
road companies, through the Adamson bill, * You must advance
your wages,” and they did it without any increase in their
incomes. When you put a corporation or an individual or any
business between one body in the Government fixing your income
and another body fixing your outlay you are between the devil
and the deep blue sea, and you will land with one or the other,
and either of them is enough to destroy you. The minute the
Government took over the railroads it saw that the income of
the railroads was not sufficient to meet the necessary expenses
in the increased wage scales and the upkeep of their lines, in
betterment, in equipment, in the maintaining of their roads, and
the Government immediately advanced the passenger rates 50
per cent and advanced the freight rates 25 per cent. In 12
months, upon the basis of the income of the railroads for pas-
senger fares—$800,000,000, which was the income for 1916—50
per cent would mean $400,000,000. Two billion four hundred
million dollars was collected in freight by the railroads of this
country in 1916. An advance of 25 per cent in their rates means
$600,000,000 in 12 months’ increase in their income, and the esti-
mated increase of those two things—passenger fare 50 per cent
and freight rates 25 per cent—would mean an increase in income
of $1,000,000,000.

Now, in answer to your question, the increase in the wages
which was made retroactive beginning the 1st of January,
1918, amounts only in round numbers to about $300,000,000.
Where is the balance of that billion dollars which they should
receive in an increased income? There is a loss of $750,000,000.
For the first six months of 1917 the profits of the railroads of
this country were a fraction over $565,000,000, and for the first

" gix months of 1918, under Government ownership, the loss was
over $300,000,000, making a difference of more than $800,000,000
for the first six months under Government control, as com-
pared with the corresponding six months of the year before.
That is Government ownership for you, something that some
of you seem so much in favor of.

Mr. HARDY. Mr. Speaker, will the gentleman yield?-

Mr. FORDNEY. Yes.

Mr. HARDY. Does not the gentleman recognize that if we
pursue the policy of diverging and going into every other thing
under the sun, as we have been for the last 15 minutes, not
discussing the measure before the House, that we can not get
through with the measures that we ought to pass during this
sesslon?

Mr, FORDNEY. My friend, I am anxious to get all bills
through Congress to avoid an extra session of Congress. I have
been doing my duty. I have worked faithfully since the 6th
day of June on this devilish bill, and I am only going to take
about five minutes more in explaining my views upon it,
although it is to take from the people $6,000,000,000 in money,
Do you think I am filibustering?

Mr. HARDY. Mr, Speaker, will the gentleman permit one
observation?

Mr, FORDNEY. Yes.

Mr. HARDY. I do not think the gentleman courted this diver-
sion. I think he wanted to discuss the bill. I merely rose to
call attention to the fact that this starting off after Tom, Dick,
and Harry, and every other issue under the sun, is prolonging
this session and endangering the possibility of doing what we
should do. The gentleman knows that if answers were at-
tempted to be made to all of these chargeful questions we
would take all the balance of this term discussing immaterial
matters.

Mr. FORDNEY. I have said all I want to say about the
Government ownership of railroads, and have put my stamp of
disapproval upon it or anything else controlled by the Govern-
ment as against private ownership. -

Mr. HARDY. That has nothing to do with this bill.

Mr. MOORE of Pennsylvania. Mr. Speaker, will the gentle-
man yield?

Mr. FORDNEY. Yes.

Mr. MOORE of Pennsylvania. Does not the gentleman think
that it approaches the point of impertinence, after the majority,
leader has spent nearly three hours discussing this bill, when
every Republican is prepared to hasten its passage and to vote
upon it, for anyone to rise and suggest that a gentleman, the
ranking member of the committee on the Republican side, who
has devoted 10 months of his time to the bill, should be shut oftf
in the midst of one of the important points covered by the bill?

Mr. FORDNEY. Oh, I believe the gentleman from Texas was
kindly in his suggestion, He is a very dear friend of mine.

Mr. MOORE of Pennsylvania. I suggest that sometimes a
great deal of buncombe comes from those who do not watch
things quite so closely as do those upon the committee.

Mr. MANN. Mr. Speaker, will the gentleman yield?

Mr. FORDNEY. Yes, .

Mr. MANN. Did the gentleman consider this point in refer-
ence to the payment of $60 to the discharged soldlers? The pro-
vision in the bill reads:
and In the case of segm—ation from the service after the passage of this
act shall be paid at the time of such separation.

Did the committee consider how long that would delay de-
mobilizing the Army?

Mr. FORDNEY. No; the committee had no information as
to when those men would be discharged.

Mr. MANN. The committee must know that after the passage
of this act, which does not take effect until the day of its pas-
sage, the Army can not give an honorable discharge to any
soldier in the service unless it is prepared at the time to pay
him the $60 extra.

And, as in many cases probably they will not be prepared to
pay this $60, they will not grant the discharge, That will be
the only way out of it.

Mr. FORDNEY. I will say to the gentleman the bill pro-
vides, as I understand it, for the payment of this $60 from the
time the law takes effect to all who were discharged from that
time on, and information comes from the War Department that
those who are already discharged would be paid just as quickly
as the machinery would permit. »

Mr. MANN. I understand. I did not refer to that; but, con-
sidering the fact that the law now requires soldiers shall be paid
monthly, and that we know of innumerable cases in France
where they have not been paid in many months, what will the
department do about this sort of a regulation?

Mr. FORDNEY. Well, all we can do is to say that when a
man is discharged they shall pay this sum anyway. That is
about as far as the committee could go in framing the law.

Mr. GARNER. Will the gentleman yield?

Mr, FORDNEY. I will. ]

Mr. GARNER. I want to ask the gentleman, in view of the
statement made by the gentleman from North Carolina [Mr,
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Kitenix], if he does not think it will be necessary to have addi-
tional revenue in order to run the Government for the next
fiscal year? -

Mr. FORDNEY. I do. I gave some figures here yesterday
of the extraordinary expenditures of this Government, and the
gentleman will find those figures in the Recorp of this morning,
in which I showed that a few of the extraordinary expenditures
of the Government will amount to $6,795,000,000 extra—not ordi-
nary running expenses of the Government, but those are extras—
and that to that must be added other millions, which will bring
up the expenses of this Government to, in my opinion, about
$10,000,000,000. Now, we must have more revenue—that is to
say, taxes—or we must borrow it from the sale of Government
bonds, or we must pass an additional revenue bill, which I be-
lieve will be passed in the next Congress.

Mr. EMERSON. Will the gentleman yield?

Mr. FORDNEY. Yes, sir.

Mr. EMERSON. Did the conference committee take into con-
sideration that in the next fiscal year there will not be anywhere
near the profits there are in this fiscal year, and unless some
miracle happens there will not be any profits at all?

Mr, FORDNEY. My good friend, this was considered by the
committee. KEvery business man knows that the cost of living,
that the labor cost, material cost, and other costs are abnormally
high at the present time. Adjustments must be made and are
being made now where we must get back to normal conditions
in the near future. During that reconstruction period, my
friend, it is a matter of great seriousness between capital and
labor in this country. You can not have a high cost for mate-
rials and low cost for labor, you can not have low cost for mate-
rials and high cost for labor; labor and the value of the prod-
ucts of that labor must go together up or down. They are up
now. They must and will go down; and during that time there
will be, as there is now, great unrest in the labor world, in the
world over, not only in the United States. On the Pacific
coast there is a great strike on at the present time, where this
morning’s paper states that there are 70,000 workingmen on
a strike in Seattle and Tacoma, Wash., striking for $1 an hour.
I received a letter from Michigan yesterday from: an employer
of labor-who had closed his factory and wanted to start up and
had put out an offer of $4 a day for labor, and out of 200 em-
ployees only 7 accepted and said they were ready to go to work.
Wages are abnormal, my friends. In the lumber market in the
State of Washington labor is averaging 50 cents to $1 per hour.
Section hands on the railroads in the State of Washington
to-day get $4 per day for an eight-hour day. While that scale
of wages lasts, my good friends, the cost of production of every
article we consume must and will be high. Therefore I say
great unrest now prevails throughout the country, and the Lord
only knows when that situation will settle down to normal con-
ditions, but while we are going on this Government has in-
curred great expenses, great costs upon the people. Much taxes
must be collected from the 110,000,000 of the people of this
country. We are calling in this bill for $6,000,000,000 for the
calendar year of 1918. It is not a sufficient sum to meet a fair
proportion of our costs, to pay our debts, to administer this
crent Government, and therefore, gentlemen, I will vote for it,
and I will be ealled upon, if the Lord lets me live a few months
longer, to vote for additional revenue laws to produce more
money in order that we may meet our obligations already in-
curret. Now, Mr. Speaker, I yield 15 minutes to the gentleman
from Pennsylvania [Mr. Moore].

Mr., FARR. Will the.gentleman answer a question?

Mr. FORDNEY. All right.

Mr. FARR. What will this war have cost the Government
when these extraordinary expenses to which the gentleman re-
fers are paid? -

Mr. FORDNEY. The reports show, down to and including
January, 1919, about $25,500,000,000 as the cost of the war.

Mr. KEARNS. Will the gentleman yield for a question?

Mr. FORDNEY. I will

Mr. KEARRNS. Not in line with what the gentleman talks
about, but perhaps the gentleman can give some information.
There is a corporation doing business in the State of Ohlo. It
is not a branch even, but they are doing business also in

Canada—
Mr, FORDNEY. Yes.
AMr., KEARNS. But they are not incorporated in Canada,

but the Canadian Government licensed them for the privilege
of doing business there.

Mr, FORDNEY. Yes. Now, let me say to you, I see the point
coming, this law provides that an American citizen doing busi-
ness in Canada and paying taxes in Canada is also taxed here——

Mr. KEARNS. Yes.

Mr. FORDNEY. And whatever taxes are paid by him in
Canada will be deducted from his tax in this country on what
his income from the business in Canada amounts to.

Mr. KEARNS. Although in his business in Canada now the
profits are brought into this country? All the profits remain in
Canada and are used in the operation of the business in Canada,

Mr. FORDNEY. If he is a citizen of the United States, doing
business solely in Canada, living in Canada, he is subject to
taxes in this country as a citizen of the United States, and on
his income in Canada he is taxed there and he is taxed here,
but we permit him to deduct from his taxes here whatever tax
he pays over there.

Mr. JOHNSON of Washington. And that country does the
same in regard to our country?

Mr. FORDNEY. I think the Canadian Government treats
our citizens over there the same.

Mr. Speaker, I reserve the balance of my time. [Applause.]

The SPEAKER. The gentleman from Pennsylvania [Mr,
Moogg] is recognized.

Mr. MOORE of Pennsylvania. Mr. Speaker, when the big
revenue bill came out of the Ways and Means Committee I gave
credit for it to the President, the Secretary of the Treasury—
Mr. McAdoo—and the gentleman from North Carolina [Mr,
Krrcaix], chairman of the Ways and Means Committee. Al-
though 602 amendments were tacked onto the bill in the Senate,
and it now comes back through the conferees of the House and
Senate extended in length to 362 pages, accompanied by a 94-
page conference report, it is still the Wilson-MecAdoo-Kitchin bill
with a few harbors of refuge not hitherto provided, presumably
for deserving taxpayers. As it came to the House originally
the bill proposed to raise the taxes from incomes, corporations,
war profits, estates, and miscellaneous, about $8,000,000,000.
That was the amount the President, acting as Commander in
Chief of the Army and Navy, proposed should be raised by taxa-
tion, as the Secretary of the Treasury, Mr. McAdoo, explained
in detail in his letter to the chairman of the Ways and Means
Committee June 5, 1918. Notwithstanding the President’s ad-
dress to Congress insisting upon taxation along with loans to
meet the expenses of war, and his suggestion that the propor-
tion of taxes should be at best one-third, and despite the in-
sistence of the Secretary of the Treasury that $24,000,000,000
would be spent for the fiscal year ending June 30, 1919, alone,
and that $8,000,000,000 must be raised by taxation, this redraft
of the Wilson-McAdoo-Kitchin bill is expected to cut down the
sum total to be collected from $8,000,000,000 to $6,000,000,000.
At least that is the amount which the Treasury experts esti-
mate the bill, as amended, will produce. In view of this at-
tempted reduction of the enormous burdens imposed by the
bill it is fair to assume that the administration has reason to
ameliorate the wrath of the taxpayers who must pay the war
bill, or is reasonably assured that the expenses of war will be
speedily reduced.

That the taxpayers—even the remotest of them—are about to
sustain their greatest shock no one who has attempted to read
this forbidding measure. will deny. It carries the greatest
monetary burden ever imposed upon any people at any time.
That our so-called war expenses—and many offenses have been
committed in that name—have been, or are being, so reduced as
to justify_ the administration’s attempt to lessen the burden
of taxation, I am not prepared to admit.

So recently as January 31 last the eflicient and painstaking
chairman of the Appropriations Committee, in an earnest effort
to show salvage in war expenditures, admitted that we were
still spending $50,000,000 a day and that our monthly expenses
up to and including January, 1919, were running over $1,600.-
000,000. If that statement is accurate, and no one has darel
deny it, then this great revenue bill, over which Congress has
labored since the Commander in Chief presented his war de-
mands last April, unprecedented and crushing in effect as it is,
will produce much less than will be necessary to meet our war
requirements for the short period of four months. - It is mighty
important we take these significant facts into consideration in
connection with the efforts that are being made to show that
the country has unlimited eredit and that the American people
can saddle themselves with the burdens of mankind. It is a
fact, patent to anyone who scans the Treasury statements, that
our total money supply in the United States is only about
$7,600,000,000. But financiers and Treasury experts like the
former Secretary of the Treasury, always cheerful and optimis-
tic, talk of “our Nation’s wealth” as a tangible thing. That
wealth, as I understand it, is not cash ; it is farms, homes, stock ;
it is something of value which the owner ean not always speadily
turn into cash even for taxes, so that when under guise of war
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hundreds of millions and billions of dollars are asked for by
the administration, even though it is not clear that the money
is intended for purposes of war, the average citizen may fairly
inquire, * Where is this money coming from?"” The facts to
date are that with about $7,500,000,000 of money in the country
we have fallen back upon “ the Nation's wealth” for the more
than $12,500,000,000 we spent for the war up to May 31, 1918—
see Exhibit A, Secretary McAdoo's letter to Mr. KrrcHIN June
5, 1918—and for the year ending June 80, 1919, we have appro-
priated more than $24,000,000,000, as demanded by the Com-
mander in Chief and the Secretary of the Treasury, plus an
additional $7,000,000,000 provided in the deficiency bill, a total
of appropriations and authorizations for one year of $31,000,-
000,000. To meet this tremendous indebtedness we have had
one loan issue of $6,000,000,000 and taxes refurned under exist-
ing law amounting to about $4,000,000,000. If these figures are
correct $21,000,000,000 remains to be accounted for by salvage
or repeal of appropriations already made, by additional loans,
or by taxes. It is a serious financial situation which cries out
above all things else for economy and retrenchment.

And, parenthetically, Mr. Speaker, I have looked at the state-
ment prepared by the clerks of the Appropriation Committees
of the Senate and the House, showing a recapitulation of appro-
priations for 1918-19. They show in that statement that we
have appropriated or authorized for this period more than
$36,000,000,000. I mention that because there may be a dis-
crepancy in my statement, due to authorizations being mixed
up with appropriations. For the purposes of the argument, how-
ever, I am willing to take the official statement of the Com-
mittee on Appropriations, showing the total expenses author-
ized and appropriated to be $36,000,000,000, and make allow-
ance for the salvage shown here the other day by the chairman
of the Committee on Appropriations totaling $15,000,000,000;
but still, according to those figures there would have fo be ac-
counted for by loans or taxes the difference between $36,000,-
000,000 shown in that statement and the $15,000,000,000 of sal-
vage claimed by the chairman of the Committee on Appropria-
tions. .

Mr, GARNER. Will the gentleman yield?

Mr. MOORE of Pennsylvania. I will.

Mr. GARNER. In view of the statement the gentleman
makes, does he not think it a great mistake in not insisting
upon the House provisions of the bill in order to collect more
money this year than this bill does?

Mr. MOORE of Pennsylvania. I will say fo the genileman
I do not believe the $6,000,000,000 to be raised by this bill,
while it may tend to satisfy a popular demand at this time, will
be sufficient for the purposes of the administration.

Mr. GARNER., In other words, the gentleman believes that,
in order to have more money not only for this fiscal year, but
the next fiscal year, you will have to have additional taxes?

Mr. MOORE of Pennsylvania. I am very much inclined to
think the gentleman is right.

Mr. GARNER. Does the gentleman consider the present
conference report, which, I believe, he signed——
| Mr, MOORE of Pennsylvania. I did.

! Mr. GARNER (continuing). A better bill than the one that
passed the Honse?

Mr. MOORE of Pennsylvania. I was going to discuss that in
the brief statement I have before me. But I will say now that
I have not been wholly satisfied in my own mind that the
$0,000,000,000 would meet the requirements of the administra-
tion as those requirements were set out by the Secretary of the
Treasury before the Ways and Means Committee.

Mr. GARNER. Of course, we have all voted for these ap-
propriations. I am merely getting down to the policy of the
gentleman from Pennsylvania.

Myr. MOORE of Pennsylvania. I am taking the judgment of
my conferees that $6,000,000,000 will be sufficient for all admin-
istrative purposes for the present, and I am holding those in
power responsible for the reduetion which has been made.

Mr. GARNER, I think the gentleman is right to hold them
responsible, but we are responsible in the last analysis, as the
gentleman from Illinois [Mr., Caxxox] would say, and espe-
cially as the gentleman from Pennsylvania [Mr. Moogrz], whom
we appointed as one of the conferees to adjust these differences,
is responsible. Now, the gentleman from Pennsylvania [Mr,
Moore] or his -conferees ought to have insisted on more of the
House provisions if he has taken the position that the adminis-
tration was responsible for them. I think a mistake was made
when we reduced it from $8,000,000,000 to $6,000,000,000, and I
think the gentleman ought to have insisted on geiting more
money in this bill. )

Mr. MOORE of Pennsylvania. The gentleman knows that the
« gentleman from Pennsylvania ™ has been a minority member

of the Ways and Means Committee, a minority member of the
conferees, and the gentleman knows how inconsequential that is.

Mr. GARNER. I imagine that the gentleman from Pennsyl-
vanin was not entirely in the minority in all questions in the
conference.

Mr. MOORE of Pennsylvania. Let me say to the gentleman
and for the edification of the House that the President from
this rostrum told us we would need a certain amount of money.
He indicated that one-third that was raised should be raised by
taxation. He was followed up by the Secretary of the Treasury,
who came before the Committee on Ways and Means, and who
laid before that committee a plan for raising this one-third by
taxation, to wit, $8,000,000,000. And the gentleman from Texas
well knows that scarcely a witness of importance came before
the Committee on Ways and Means seeking a reduction of taxa-
tion who was not reminded by “the gentleman from Pennsyl-
vania” that the President had asked for $24,000,000,000, and
that he expected $8,000,000,000 to be raised by taxation. Inas-
much as we are spending $50,000,000 a day, inasmuch as the
last monthly statement shows that for January just passed
we have spent $1,600,000,000, inasmuch as that $1,600,000,000
required for one month would eat up what we need in four
months, I question whether this bill is going to raise all the
money this administration needs to meet its obligations.

Mr. GARNER, Then I will repeat the query. Although the
President of the United States from that rostrum suggested
$8,000,000,000, and so did the Secretary of the Treasury, and
we must have the responsibility, why do you say that you and
your conferees, realizing that we needed more money than the
$6,000,000,000, did not arrange to get it in this bill?

Mr. MOORE of Pennsylvania. Because the majority was in
favor of the bill as it is reported here.

Mr. CANNON, Will the gentleman yield?

Mr. MOORE of Pennsylvania. I yield to the gentleman from
Illinois.

Mr. CANNON. If the bill is such as my friend from Texas
says, there is a way by which a majority could reject the con-
ference report.

AMr. GARNER. And leave the law as it ig, which would leave
a little less than $4,000,000,0600 for the next year. The gentle-
man from Illinois has been here long enough, I am sure, to know
that the rejection of the conference report at this time would
mean defeat of the bill.

Mr, CANNON, If my friend will allow me forther——

Mr, MOORE of Pennsylvania. I yield to the gentleman from
Illinois——

Mr, CANNON. If this is inevitable, as the gentleman says,
why whine about it? [Laughter.]

Mr. MOORE of Pennsylvania. I think the gentleman from
Texas and I can get together on this proposition. I think X
know why the suggestion was made to reduce the volume of
taxation from $8,000,000,000 to $6,000,000,000. There was an
uproar throughout the country against the $8,000,000,000 propo-
gition. The newspapers were quite condemnatory. There was a
general outcery that an $8,000,000,000 bill was going to ruin
industries in this country, and that was the one thing on earth
that the Secretary of the Treasury and the President did not
want to have happen. They did not want to get in bad with the
people of the United States on the question of taxation. There-
fore, when this hue and ery went up against an $8,000,000.,000
bill the President, being human, was in favor of $6,000,000,000,
to test it out; and I say to the gentleman that while I do not
believe the President is going to raise as much money by this
bill as he would like to have, still it may have been a wise thing,
if not good politics, to have suggested that we can get along with
$6,000,000,C00 for the balance of this administration up to the
4th of March, so that the burden of raising this tremendons
deficit, this $21,000,000,000 in the first instance, and the differ-
ence between $36,000,000,000 and $15,000,000,000 in the seconid
instance, might be left to the incoming Republican Congress,
I do not want to have the Secretary of the Treasury or the P’resi-
dent or this outgoing Democratic Congress to unload this great
job on a Republican Congress, I want to see the Democrats,
those in power, work out their own destiny. They spent the
money and they should raise it.

Mr. COLLIER. Mr, Speaker, will the gentleman yield?

AMr, MOORE of Pennsylvania. Yes.

Mr. COLLIER. Will the gentleman state some of the specifie
appropriations for carrying on the war that he was opposad to
and did not vote on with us along that line?

Alr. MOORE of Pennsylvania. I do not know just what items
1 did not vote for with the gentleman. On general principles
of political economy I may have voted against certain things,
but I think I supported all propositions brought in for carrying
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on the war. I voted with the gentleman and in support of the
President on the things he said were essential.

Mr. COLLIER. I think the gentleman came forward very
liberally and -patriotically and supported all the provisions
deemed necessary to carry on this war. That being the case,
what is the gentleman’s complaint now?

Mr. MOORE of Pennsylvania. The gentleman knows that I
made no exception in the committee, especially during the hear-
ings, when men of prominence, or even obscure men, if there
were any, came before the committee. I told them all that this
was cold-blooded business, that sentiment and pretended pa-
triotism would not work with the committee, and that it would
not work with me. I told them that they as well as we had in-
curred these obligations. They had been for the war. They
had said, “ Stand by the President ”; and now they would have

to pay. That is what I said, and I said it with uniform regu-
larity, and I say it now. I do not know that this bill will make
them all pay.

Mr. COLLIER. I will say to the gentleman that there was no
polities in the committee, and all the members of the minority,
as well as those of the majority, patriotically came forward and
supported every measure that was asked for. I do not see,
under those circumstances, why the gentleman should be com-
plaining at this late hour.

Mr. MOORE of Pennsylvapnia. I do not particularly com-
plain. I was simply stating facts that might edify my large
audience. [Laughter.]

Mr. BAER. Mr. Speaker, will the gentleman yield?

Mr. MOORE of Pennsylvania. Yes.

Mr. BAER. The gentleman will recall that he voted with me
recently against an appropriation of $100,000,000 to buy food
for the hungry people of Europe, and thus establish a precedent
so that when the people of this country are hungry we might
be called upon to feed them or feed all the people of the world,
and thus end in a proposition that might involve the expenditure
of $1,000,000,000.

Mr. MOORE of Pennsylvania. I voted as the gentleman did
against still further burdens on the people of the United States
to relieve the people abroad. I did vote against that $100,-
000,000 appropriation, and I am happy to say that I have just

“received a letter from a high officer in the Army of the United
States who has been going through France and Belgium and
Germany, a man with an excellent record, who read some foot-
note in a Paris newspaper about my vote on this question, which
he commended highly. He fells me the starvation stories from
over there are overdone, that many of the people are living well,
that they are willing to take everything we will send over, and
that they are not erazy about going back to work while we are
willing to support them.

AMr, COLLIER., The gentleman says he has received a letter
like that fron: an officer of the United States Army?

Mr. MOORE of Pennsylvania. Yes.

Mr. COLLIER. Has the gentleman any objection to giving
his name?

Mr. MOORE of Pennsylvania. I would like to give his name,
but I will not. I know enough about Army regulations to know
how to keep confidence. At the same time I know that if the
court-martial of a favorite for spending $640,000,000 without
getting results in aviation is recommended, he may be white-
washed by the Secretary of War. [Applause.] I am not
anxious to violate the confidence of those in whom I have placed
my trust and who placed their trust in me. I wish the day
would come when we could read some of the letters that come to
us about conditions in France, in Germany, and in Belgium. I
wish I could read personal letters that I have now about the
boys sleeping in the mud and dying outside of the city of Brest,
in France, but I will not go into that now. I could talk of the
life and death of boys who have been obliged to sail upon foreign
ships and spend their substance with a commissary organized
not under our auspices but the auspices of others, but I shall
refrain. I would like to show how they have been herded like
cattle in the ships. I would like to show some of the sufferings
they have endured. I would like to be able to tell of the manner
in which their mail has miscarried, and how some of them were
ledd to believe that they had been deserted by their friends and
relatives in the United States. But that is not a part of this
discussion,

The SPEAKER. The time of the gentleman from Penn-
sylvania has expired.

Mr. MOORE of Pennsylvania.
minutes more.

Mr. FORDNEY. I yield five minutes more to the gentleman.

The SPEAKER. The gentleman from Pennsylvania is recog-
nized for five minutes more.

Mr. Speaker, I ask for five

Mr. MOORE of Pennsylvania. If expenditures in the name of
war and a world democracy are not more carefully checked up
and scrutinized in the future, no one, not even the financial
wizards who have had so much fo do with the encouragement
of expenditures during the war, can foretell the consequences
upon and among the American people, whose sons have made
the supreme scacrifice, and who themselves must sustain “ the
national wealth.”

Mr. Speaker, I shall not attempt to discuss the details of this
bill. To wander through its pages is suggestive of a journey
through the chamber of financial horrors. It is supposed to have
come from the Senate simplified and bereft of the supposedly
expert and scientific treatment it received before it was pre-
sented to the House. Then it was to raise $S,000,000,000;
now, chastened and “made clear,” it is to raise $6,000,000,000,
As one of the minority conferees I would not desire to be called
upon to attest that these efforts in the interest of clarity were
worth the $2,000,000,000 which it is claimed will be saved to the
taxpayers by the changes made. It isa lawyer's bill—an expert's
bill—from start to finish. It reflects credit upon the inde-
fatigable industry of the gentleman from North Carolina [Mr.
KircHin], who knows the remnants of his * baby ” better than
any other man in Congress, but it is a bill the like of which
I fondly hope and pray we may never be called to look upon
again.

But the bill is here, changed and amended, loaded up with
riders that do not pertain to revenue and which have no rightful
place in the measure, and there is no recourse but to act upon
it: What shall we of the minority do? Shall we rise against
this four months' war provider and smite it? For one I shall
vote for it despite its imperfections. As a Member of the
House I voted for war. With that vote I assumed my full
share of responsibility. That vote was a vote to support the
President, who is Commander in Chief of the Army and Navy.
The Commander in Chief asked for the money to prosecute
the war; the Secretary of the Treasury went over the financial
needs in detail. The particular plan of taxation which this bill
established is their plan, not mine. If there was graft or waste
in this bill so earmarked that we could distinguish it, I would
vote to eliminate it; but that is not now the question. If the
war was over and we could assure ourselves that any of this
tax money is not needed, it might enable me to vote against
the bill or for its amendment. DBut the President is still the
Commander in Chief; he has not yet issued his proclamation
declaring that a state of war no longer exists. To all financial
intents and purposes we are still at war. We must raise
money to meet our obligations. Nor can we cease to tax or
borrow until peace is finally declared, and perhaps not then.
It was what we got into when we got into war. We must sup-
port our soldiers and sailors until they are called home. We
must provide for the wounded and for the dependents of those
who laid down their lives,

Some men say the war is over and we should vote against
this bill. They forget that we have obligated ourselves this
yvear for from four to six times the amount of money this bill
will produce. Under other circumstances I would gladly vote
against this measure, but under the conditions that now prevail
I deem it a moral duty to support it. Those who stand pre-
pared to justify their acts in peace or war will not avoid their
responsibility in this regard; and as for those who have been
profiteering, those who were safe at home making money when
red-blooded young Americans were fighting in the trenches and
sleeping in the mud of France, who now expect of Congress that
they shall be excused from paying a fair share of the Govern-
ment expenditures they enjoyed, it seems as if we might say,
“ Get thee behind me, Satan.”

Mr. Speaker, I do not like this bill—neither the method nor
style of it—but I recognize in it, despite its intrieacies, an
effort by the administration to live up to its legal and moral
obligations. If the enforcement of it will help the American
people to better understand the ease, if not the extravagance,
with which their money has been spent; if it will tend to pro-
mote a better understanding of the manner in which our do-
mestic resources have been applied, with the general world
welfare as an altruistic objective, it may bring about an early
realization of the great importance of calling a halt and hasten-
ing a return to the American normal. [Applause.l

Mr. FORDNEY. I yield five minutes to the gentleman from
Oregon [Mr, HAWLEY].

The SPEAKER pro tempore. The time of the gentleman has
expired.

Mr. FORDNEY. I ask unanimous consent that my time be
extended 30 minutes. I have requests for about tliat much time
on this side, «
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The SPEAKER pro tempore. The gentleman from Michigan
asks unanimous consent that his time be extended 30 minutes.
Is there ebjection?

Mr. GREEN of Iowa. Reserving the right to object, why not
let the gentleman from Oregon be recognized in his own right?

Mr. FORDNEY. I will yield to the gentleman from Oregon
15 minutes, if that will be sufficient.

Mr, HAWLEY.
have just one purpose in the remarks I am about to make. That
is to explain how the corporation income taxes as imposed in
the bill, according to the agreement of the conferees, will be
computed. 3

You will remember that the House bill provided that there
should be three taxes, and that each corporation should pay out
of the three a normal tax, which all should pay, and then a
war-profits tax or an excess-profits tax, according to which of
the two latter taxes was the higher one on the particular cor-
poration. The Senate has changed this arrangement, consoli-
dating the war-profits tax and the excess-profits tax into one
system.

AN ILLUSTRATED PRIMER oOF THRE IXCOME-TAX PROvISIONS OF THE
Wan-REVEXTUE ACT,

Mr, Speaker, it is the purpose of these remarks to present
plainly in the English of conversation and commerce the income-
tax features of the war-revenue act of the Sixty-fifth Congress,
chiefly by means of illustrations.

It discusses the income taxes to be paid on incomes for the
year 1918,

These taxes are four in number:

Individuals pay—
First, a normal tax (see, 210) ; and
Second, a surtax (sec. 211).
Corporations pay—
First, a normal tax (sec. 230) ; and
Second, a war-profits tax and excess-profits tax (secs.
301-312).

These are the most important features of the bill, since
$4,707,000,000 of the $6,077,200,000 of the estimated receipts for
the fiscal year ending June 30, 1919, or over 77 per cent of its
total amount, will be derived from the income taxes.

In the computations given below too great detail has not been
attempted but the segregations are sufficient to illustrate the
application of the principles upon which such taxes are based.
Accuracy in the computations and simplicity in their presenta-
tion have been the chief aim.

Supposed returns from individuals and corporations have
been used as illustrations, and the purpose has been to present
illustrations covering typical cases, and as nearly as possible
including all the essential features of each tax without em-
barrassing the illustrations with multitudes of details.

The adoption of the income-tax amendment to the Constitu-
tion prior to the outbreak of the present war was most fortunate.
Otherwise it would have been a practically impossible task to
" have raised over $6,000,000,000 by taxation and distributed the
burden among the taxpayers with any approach to an equitable
apportionment of the burden in proportion to ability to pay.

In the preparation of the statements and charts included in
these remarks I have had the expert assistance of Mr. John E.
Walker, clerk of the Committee on Ways and Means, who has
given them a careful examination. I wish to express my sincere
appreciation of the valuable assistance he has rendered.

Partncrships (secs. 218a and 22}).

Partnerships as such do not pay the normal tax or the surtax.
But each member of a partnership will pay both the normal tax
and the surtax upon his pro rata share of the taxable income
of the partnership, whether the earnings have been distributed

or not.

Pcrsonal-service corporations (scc. 218¢).
Personal-service corporations, as such, are not taxed under
Title II, but the individual stockholders are taxed in the same
manner as members of partnerships,
IXDIVIDUALS,

Individuals pay two kinds of income taxes, but on net income
only:

1? A normal tax (sec. 210).

2. A surtax (sec. 211).

Net income (sec. 212) is ascertained by computing the gross
income (sec. 213) and subtracting therefrom certain deductions
(sec. 214) (but excluding certain items not deductible, sec. 215)
and credits (sec. 216).

Gross income (sec. 213a).

Gross income (sec. 213a) is the total upon all gains, profits,

and income derived from salaries, wages, or compensations,

Mr. Speaker and gentlemen of the House, I

from professions, vocations, trades, businesses, commerce, sales,
or dealings in property, interest, rent, dividends, or securities,
or gains from any business transaction, or gains, profits, or
income from all sources whatever.

Items not included in gross income (gec. 2130),

The following items are not included in the gross income :

I;(:ée insurance paid to beneficiaries or to the estate of the in-
sured.

Refund of premiums paid on life insurance.

Value of property tiequired by gift, bequest, devise, or descent,
but income derived therefrom is included In gross income.

Interest on securities issued by State, Territory, or municipal-
ities or obligations of the United States, under certain restric-
tions, but a statement of such holdings must be made in the re-
turn.

Accident or health insurance or money received under work-
ingmen's compensation acts.

Soldiers, sailors, and marines pay income taxes only upon
that portion of the compensation received during the period of
the war from the Government which is in excess of £3,500.

Deductions (sce. 2i}a).

Deductions (sec. 214) : From the gross income ascertained as
above stated there are subtracted the following deductions (sec.
214) arising during the year for which the taxes are paid :

Ordinary and necessary expenses incurred in carrying on the
trade, profession, or business.

Interest paid or acerued.

Taxes paid or accrued, except on indebtedness incurred to
purchase tax-free obligations other than bonds of -the United
States issued after September 24, 1917, except income, war-
profit and excess-profits taxes levied hy the United States, and
taxes against local benefits.

Losses sustained and charged off, where not compensated for
by insurance or otherwise, under certain limitations.

Debts ascertained to be worthless and charged off during the
taxable year.

Allowances for amortization in the case of buildings, equip-
ment, or machinery or other facilities constructed, erected, in-
stalled, or acquired on or after April 6, 1917, for the production _
of articles contributing to the prosecution of the war,

Allowances for losses sustained during the taxable year 1919
from falling inventories.

Reasonable allowance for exhaustion, wear, and tear.

Depletion in the case of oil or gas wells, or other natural de-
posits, or timber.

Contributions or gifts for religious, charitable, scientifie, and
educational purposes not in excess of 15 per cent of the net in-
come.

Items not deductible (sec. 213).

No deduction shall be allowed for personal, living, or family
expenses.

For new building or betterments increasing the value of the
property.

For restoring property or making good the exhaustion for
which allowance is or has been made.

Life insurance premiums in certain cases.

Credits (sec. 215).

Credits allowed in computing net income for the normal tax
only (sec. 216).

Credits (sec. 216) : There is further subtracted from the gross
income the amount of the following eredits (sec. 218) :

Dividends received from corporations taxed before being dis-
tributed.

Interest on obligations of the United States as provided by
law and bonds of the War Finance Corporation. See section
213 (4) and section 214 (a) (2).

One thousand dollars for each single person, $2,000 for each
head of family or married persons living together, and $200 for
each dependent child.

Dividends.

Amounts received by individuals as dividends from corpora-
tions which have paid corporation normal tax prior to distribu-
tion are not subject to the normal tax, but are subject to the
surtax.

CHART L.
Net income (see, 212),

Net income means the gross income as defined in section 213,
less the deductions allowed by section 214,

This illustration is taken from the experience of John S.
Brown, a thrifty and versatile merchant, doing business in a
town of 20,000 people, interested in local business enterprises,
buying and selling city and farm property, and lending money,
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Gross income (scc. 213).
His gross income (sec. 213 (a)) consists of the following
items:

Profits a8 a merchant___________ -~ $60, 000
Componsatiun as president of the local water compn,uy _______ 3,

‘}wnsation as manager of the electrie-light company__—__. 2, 000

Profit on sale of city property - _3,000

Profit on sale of farm v 10, 000

Rents from city property____ 1, 000

* Rents from farm property 2, 000

Interest on money dent . o oo 3,000

Dividends from corporation securities_ 6, 000

Total gross dmeome____ . e - 90, 000

Deductions (see. 214).
He is allowed the following deductions (sec. 214) from the
gross income ascertained above:

Rent paid for store building . _ 5l -- $3, 000

Pay of employees 0, 000

Numerous lnthiental items necessary for ‘the conduct of the busi-
ness__

2, 000

State, county, and local taxes for the year 1918______________ 4, 000

Loss from fire, less insurance _— 2 000

Debts ascertained to be worthless and charged off .____________ 2, 000

Wear, tear, and depreeiation- et 000
l]lﬁn nnd contributions—Red ¢ Cross, §$1,000; church, $600 ; . 3.
$400; college endowment, $5,000; other cuntrlbutlons

.nob i 2 ~ 8,000

L yrir e Ty e e I S g ) g Bl | R S 34, 000

Credits for normal tar only (sec. 218).

For the purposes of the normal tax only he is allowed the fol-
lowing eredits (sec. 216) as a further reduction of the gross
income :

Dividends received on corporation on which the tax was pa!d

prior to distribution $G, 000
Interest on securities lssued by public nuthuritdy none held
$2,000 as married man living with his wife and $ each !or o

depaudent children__ _ e 3, 000

Total credits allowed- 9, 000

CERTAIN ITEMS OF WHICH NO ACCOUNT IS TAKEN IN COMPUTING THE
GROSE INCOME,

He received during the year the following sums which are
not included in his gross income, and of which no account is
taken in computing his gross income (sec. 213 (b)) :

Life insurance carried by his father. e %5, 000

bequest of his fa 10, 000
ey Byt b e nifclpalnm itles ( held). o
n on publle or mu securities (none hel
TFrom accident and health Insurance - 1,000

CERTAIN ITEMS FOR WHICH XNO DEDUCTION 18 ALLOWED.
He is not allowed to deduct these items (sec. 215) :

Personal, living, and family exy $4, 000
Impmvementa and betterments, mldlng “to the value of the A IOO'O
Y- N
B.qmlrx compensated for under the wear-and-tear allowance____ 1, 000
Premiums en life insurance inuring to his benefitao—————_____ 1,000
Caant 11

THE NORMAL TAX TO BE PAID BY JOHN 5. BROWN.
Normal tax: We are now ready to compute his normal tax:

Gross Iincome : £90, 000
Deductions allowed $£34, 000
Credita allowed 9, 000
Total items to be subtracted 43, 000
Net amount subject to the normal tax 47, 000
He will pay n on—
0'57) at the rate of 6 r cent el 4 240
:dmoo at the rate of 12 per cent G, 160
Total normal tax - 5, 400

THE SURTAX.

The first chart deals with the income taxes paid by individuals
This chart takes the suppesed returns made for and the taxes
pald by John S. Brown, a merchant in a town of 20,000 people,
doing a general mercantile business, buying and selling real
estate, city and country, owning a farm and some city property,
and having some money at interest. As the income taxes are
levied only on net incomes, the important factor, then, in any
computation for any individual, it is essential to ascertain what
his net income is. Mr. Drown has a gross income under section
213 (a) of the bill on his profils as merchant, of $60,000; as
president of the local water company, $8,000; as manager of
the local electric light company, $2,000; as a profit on a ecity

property that he bought and sold, $3,000; as profit on farm prop-
erty, $10,000; rent on city property, rent on farm property,
interest on loans, dividends from corporation securities, making
a total gross income of $90,000.

The deductions allowed under the bill are the rent on the store
building, the pay of the employees, incidental expenses, city,
county, and local taxes, loss from fire, insurance, debts, wear
and tear in depreciation, gifts, and purchases, making a total
of $34,000. The credits provided in the bill under section 216

and shown in Chart I apply only to normal taxes on the indi-
vidual and not on the surtax of individunls, So the credits
under this section are the dividends from corporations, which
he must report in his gross income, but for which he is given
credit in the credits, interest on public securities, of which he
held none, and, being a married man, living with his wife, he is
entitled to a $2,000 deduction, and, having five children, a fur-
ther deduction of $200 for each child, making $3,000 in all, and
a total eredit of 89,000,

Having ascertained the factors necessary to determine what
tax youn will pay, we will compute the normal tax on Mr. Brown,
paid on net ineome only. The gross income is $90,000. The
deductions are $34,000, the credits are $9,000, making a total of
$43,000 to be subtracted from the gross income., Deducting
$43,000 from the $90,000 it leaves $47,000 subject to the normal
tax. He will pay on the first $4,000 of this at the rate of ¢ per
cent, or $240; he will pay on the remainder of $43.000 at 12
per cent, or $5,160 ; or the total normal tax will be $.) 400,

Crnaer ITT.
SURTAX TO BE PAID BY JOIIX 8, EROWN.

Surtax: The surtax is computed as follows:

R R & e e e e i £00, 000
o700 T et R R L e el aa Al e S S B T £34, 000
Credits (not allowed).
Total of items to be subtracted- oo ee. 34, 000
Net amount subject to surtax 56, 000
_——
Computation of tar.
On amounts between—
$5,000 to $6,000, or gl D00 atlpercent. . $10
$6,000 to $8,000, or $2000 at 2 per cont_______________ 40
$8,000 to $10,000, or $2,000 at 3 per cent 60
£10,000 to § 2000. or $2,000 at 4 per cent
£12,000 to $14,000, or $2,000 at 5 per cent____ 100
$14,000 to $16,000, or $2,000 at 6 per cent._ 120
$16,000 to $18,000, or $2,000 at 7 140
18,000 to $20,000, or $2,000 at 8 per cente oo 160
20,000 to $22,000, or $2,000 at 9 per cent 180
22,000 to $24,000, or $2,000 at 10 per cent..- 200
24,000 to $26,000, or $2,000 at 11 per cent—— 220
b "6 000 to $28000, or £2,000 at 12 per cent_.— 240
$28,000 to §$30,000, or £2.000 at 13 per cent__ 260
$30,000 to $32,000, or $2,000 at 14 per cent——_____ 280
..s:z,unn to $34,000, or $2,000 at 15 per cent 300
34,000 to tsa.oon. or $2,000 at 16 per cent— o 320.
$36.000 to $38,000, or $2,000 at 17 per cent._______ 340
838,000 to $40,000, or $2,000 at 18 per cent ———— —__ 360
$40,000 to $42,000, ar $2,000 at 19 cent——————— 380
£42,000 to £44,000, or $2,000 at 20 per cemt ___________
544,000 to $40,000, or $2,000 at 21 per cente oo 420
$46.000 to $48, 000. or $2000 at 22 per cent ——— ______. 440
£48,000 to 850 000. or $2,000 at 23 per cent e 460
$50,000 to $52, , or 82,000 at 480
$52.000 to $54.000, or $2,000 at 500
$54,000 to 56.000 or $2,000 at 520
Total surtax vetive: ALl

The surtax is compnted on the same amounts, exeept that
he is not allowed to deduct the credits. His gross income is
$90,000; his total deduction is $34,000. He is not allowed
credits provided in section 216. This leaves an amount of
$56,000 upon which the surtax is to be calculated. The surtax
begins at $5,000. He will really pay surtax on $51,000 only.

CHaARrT TV,
TOTAL TAX TO BE PAID BY JOHXN 8. EROWN.

His total tax will be—

Normal tax $5, 400

Surtax 73 7,010

Total of taxes___ 12,410
CORPORATIONS.

The House bill provided that there should be three income
taxes, and that each corporation should pay out of the three a
normal tax, which all should pay, and then a war-profits tax or
an excess-profits tax, according to which of the two latter taxes
was the higher one on the particular corporation. The Senate
has changed this arrangement, consolidating the war-profits tax
and the excess-profits tax into one system.

Corporations pay two kinds of taxes. They pay on their net
income only :

1. A normal tax (sec. 230), and

2. A war-profits and excess-profits tax (sec. 301a),

Gross income (sec. 233),

For the purpose of the normal tax, gross income is ascertained
in the same manner as that for individuals (sec. 213), with the
modifications provided in section 233 for three special cases.

From the gross income so ascertained there is then subtracted
the deductions allowed in sections 234, 235, 2386, and 288 to
detl.gmlne the net amount upon which the normal tax is to he
paid.

The Treasury sheets will contain all the items in detail and
with minuteness, It would complicate this explanation and
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require a large number of pages even to enumerate all the pos-
sible items that are deductible arising out of the various trades,
businesses and occupations. I have atiempted only the general
descriptions.

The items in the report of each corporation will depend upon
its own business facts, but each computation will follow the
lines in general of *he illustrations given below.

For the purposes of these taxes the important factor is to
ascertain the net income for the taxable year of 1918, and
around the various methods for arriving thereat, for determining
the average profits for the years 1911, 1912, and 1913, known as
the prewar period, and the definition of invested eapital the
battle of conflicting opinions rages,

Deductions (sec. 234).

Deductions (sec. 234) : The following deductions from the gross
income are authorized which arise during the year for which
the tax is to be paid:

All ordinary, usual, and necessary expenses paid or incurred
in carrying on the business, trade, or occupation.

Interest.

Taxes (except indebtedness incurred to purchase tax-free
obligations other than bonds of the United States issued after
Sept. 24, 1917) paid or accrued, except income, war-profits or
excess-profits taxes, or taxes assessed against local benefits; but
the war-profits or excess-profits tax paid by a corporation is de-
«ducted from its net income before computing its normal tax.

Losses sustained and charged off and not covered by insurance
or otherwise.

Debts ascertained to be worthless and charged off.

Dividends from other (EOPIK}rﬁthIIIb which have paid tax
"dhereon.

Allowances for exhaustion, wear and tear of properiy used
in the trade or business.

Allowances for amortization in the case of machinery, build-
dngs, equipment, or other facilities constructed, installed, or
acquired on or after April 6, 1917, for the production of articles
contributing to the prosecution of the war.

Depletion allowance for oil or gas wells or other natural
Wdeposits and timber,

Additions required by law to reserve funds in case of insur-
snce companies, death losses, and annuity payments,

There are other provisions for insurance companies,

Allowances for losses sustained during the taxable year 1919
i11'1:»111 falling inventories.

Credits.

Credits (seec. 236) : The following credits are also allowed to
be deducted from the gross income arising in the year for which
the tax is to be paid:

Income from securities issued by public authority and in-
cluded in the gross income under section 233.

War-profits and excess-profits taxes, for normal tax only.

Special exemption of $3,000 for war-profits and excess-profits
tax.

Special exemption of $2,000 for normal corporation tax.

Certain credits for taxes paid to other countries. (Seec. 238.)

Items not deductible.
The same items as for individuals under section 215.
The war-profits and ercess-profite tar (sec. 30la).

It will be necessary to compute these taxes before computing
the normal tax, as the amount paid in such taxes is deducted
from the net income before computing the normal tax,

The war-profits and execess-profits tax is computed for each
corporation. (Secs. 301, 302, 303, 304, 305, 310, 311, and 312.)

This tax has a long name, written in reverse order, as in com-
puting it the excess-profits brackets are computed first, so that
it should be called an excess-profits and war-profits tax.

That part of this tax with the long name, which is based upon
excess profits, has reference to profits in excess of a net return
of 8 per cent on the invested capital for the taxable year, and
in addition there is a special exemption of $3,000.

If the corporation earned less than $3,000 during the taxable
vear it is exempt from this tax. There are also other cases
enumerated in section 804, in which exemptions may oceur.

The excess-profits tax for the taxable year 1918 is computed
in the first and second brackets of section 301a, with the dedue-
tions provided in section 312,

FIRST BRACKET,

First bracket: The rate of tax in this bracket is 30 per cent of
the amount found to be taxable in it. If the net income for
1918 is 20 per cent or more than 20 per cent of the invested
ecapital, the taxable amount is ascertained by finding 20 per cent
of the invested capital and subtracting therefrom 8 per cent of
the invested capital and also the special deduction of $3,000,
(See Charts V, VI, VII, and others.)

If, however, the net income is less than 20 per cent of the
invested ecapital, then the taxable amount is found by subtract-
ing from the actual income in dollars 8 per cent of the invested
capital and the special exemption of $3,000. (See Chart XVII.)

SECOXND BRACKEET,

Second bracket: No tax will be levied in this bracket unless
the net income exceeds 20 per cent of the invested capital.
If the net income does exceed 20 per cent of the invested
capital, then the amount taxable in this bracket is found by
subtracting from the actual net income 20 per cent of the in-
vested capital, as that part of the income has been taxed in the
first bracket. (See Charts V, VI, VII, and others.) The rate
of the tax is 65 per cent on the amount found to be taxable in
this bracket.

TIIRD B[MCEET.

The war-profits tax is computed in the third bracket. It is
based upon a comparison of the net income for 1918 with the
average net earning for the prewar years of 1011, 1912, and
1913. For a corporation to pay taxes in this bracket its nct
income for 1918 must considerably exceed its prewar earning—
that is, the average earning for the prewar years. This tax is
ascertained by subtracting from the net income for 1918 the
average prewar earning and a special exemption of $3,000; and
after finding what the amount of this difference is multiply this
difference by 80 per cent. Then if the amount obtained by taking
80 per cent of the difference exceeds the combined taxes in the
first and second brackets, the corporation will pay in the third
bracket; that is, will pay the war-profits tax, and its amount
will be found by subtracting the combined taxes of the first and
second brackets from the 80 per cent found above. (See Charts
V., VI, VII, and others.) But really if a corporation pays in the
third bracket, the 80 per cent computed as above is the whole
amount of the war-profits and excess-profits tax it will pay.
(See Charts V, VI, VII, and others.)

Mr. GREEN of Towa. Mr, Speaker,
there?

Mr. HAWLEY. Yes.

Mr. GREEN of Towa. Perhaps the gentleman will remember
that this is the plan that I suggested very early in the consid-
eration of the bill in the committee.

Mr. HAWLEY. Yes. Now, in order to make the method of
computing the taxes clear, I have prepared a number of charts:

CHaRT V.
Corporation tares.

Original invested oaDItRY oo
LB T Y I U Y B et e ) T T S 50, 000

will the gentleman yield

Total mpltal 7 | el S e Tl i ey e 300, 000
Neb Incame for - TR s e e 150, 000
O AW EEARY COYNINI o e e e e e et e s e o P 50, 000

It is necessary to have the above items ascertained in order to
compute the taxes on corporations under section 301.

Excess-profits tares (secs. 301 and 312),

Flrst bracket, section 301 (a)

l r cent of $300,000
uetions, section 312—

8 per cent of $300,000

Special exemption______________ =S
Total deductions e 27, 000
Amount taxable in first bracket . __. 33, 000
Tax in first bracket is 30 per cent of $33,000_____________ £9, 0C0

I have taken the case of a corporation whose original ecapital
invested was $250,000. That is the amount of money it had in-
vested in the business prior to tlie year 1918. In 1918 it found
it necessary to add the sum of $30,000 to its capital, making its
total capital $300,000 for the year 1918. It had a prewar average
earning for the years 1911, 1912, and 1913 of $50,000 a year. Its
net income for the year 1918 is $150,000. Under the law, we
compute these taxes in the following manner: The first is the
excess-profits tax. It is computed under sections 301 and 312.
The war-profits and excess-profits tax is computed under three
brackets—a first bracket, a second bracket, and a third bracket.
In the first bracket you will find that the exemptions are to be 8
per cent of the invested capital for the year, plus a flat deduction
of $3,000; and the difference between whatever sum that may
amount to in any case, and 20 per cent on the invested capital,
is the amount to be taxed in the first bracket. Now, under our
specific instance 20 per cent of the invested capital is $60,000.
Then subtract from that 8 per cent of the invested ecapital, or
$24,000, plus $3,000 flat exemption, or $27,000, and there will be
left $33,000 to be taxed in the first hracket, This is taxed at
the rate of 30 per cent, and 30 per cent of $33,000 is $9,000. That
is the tax in the first bracket.
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Fomndtbracket gection 301 (a):
20 per cent of $300,000

Amount taxable fn seeond bracket___________ 90, 000
Tax in second bracket is 65 per . cent of $00,000__________ -$08, 500

Tetal of tnxes in first and secomd brackets_ ____________ G8, 400

In the seeond brackel the tax is computed in a different way.
T'rom the net income of $150,000 there is subtracted 20 per cent
of the capital. This 20 per cent is the 20 per cent on which we
have already reckoned the tax in the first bracket. Twenty per
cent of the invested eapital is $60,000. Subtracting that from
$150,000 will leave an amount to be taxed in the seecond bracket
of $00,000. The rate of tax in the second brackef is 65 per
cent, and 65 per cent of $00,000 is $58,500, Now, adding the tax

$£150, 000
00, 000

in the first braeket to the tax in the second braeket, we find the’

total tax of the first and second brackets, or the excess-profit
fax, to be $08,400.

War-profits tax (Stes. 301 and 31I).
Third bracket, section 301 (a) :

Net income £150, 000
Deductions—
Speelfic exemption——— . —______ $3, 000
Prewar average earning_ S0, 00F
10 per cent of $50,060 Mded cuplm_ S, 060
Total - deductlons oo e B8,000
Remainder___ : 02, 000
S per cent of $9‘J. 000 = 73, 600
Total tax by first and T brackets 68, 400
Difference, or tax inm third bracket $5, 200
Total taxes wonder section 301 (a)- 73, GO0

The third bracket is the war-profits tax. The Senate eom-
hined the exeess-profits tax and the wur-profits tax into one
systenr. The first and second brackets are the excess-profits
tax, The third bracket is the war-profits tax, and the taxes
under this braeket are computed under sections 301 and 311.

This is done as follows: The net income is $150,000. The
deductions under section 311 arve the prewar earnings of $50,000,
the special exemption of $£3,000, and 10 per cent of the $50,000

capital added during the year, or $5,000, making & total deduc- |

tion of $58,000, which, taken from $150,000, leaves $92,000.

The act provides that SO per cent of the $02,000 sheuld be
ascertained, which is $73,600. From §73.600 there shall be
subtracted the amount of the taxes in the first and second
brackets, or $68,400, which would leave $5,200, the tux in the
third bracket, and fhe total of the first, second, and third
brackets will make a total tax paid by this corporation under
the war-profits and excess-profits tax of §73,600.

Mr. STAFFORD. Will the gentleman yield?

Mr. HAWLEY. Yes.

Mr. STAFFORD. That is not guite 50 per cent of the total
income of the eorporation.

Mr. HAWLEY. No; but that is not all the tax it pays.

Mr. BUTLER. They have to make it before they pay it.

Mr. HAWLEY. Yes.
poration must pay in the third bracket—and that will be de-
termined by the rate of profit whieh is made during the year
in comparison with the rate of profit in the prewar period—
if it must pay in the third bracket, it is not necessary to com-

pute the first and second brackets, because if we compute the: |

third bracket and take 80 per cent of the amount left after
the deductions are subtraeted, we obtain the sum of 373,600,
which is the amount we found due here as the total of the three
brackets.

If the corporation’s rate of earning was insufficient to put
it into the third bracket, then the amount of tax will be ascer-
tained by the computations in the first and second brackets.

Normal corporation tax (secs. 230 and 238).

The normal corporation tax is computed at the rate of 12 per
cent on the difference between the net income for 1918 and the
war-profits and exeess-profits tax and a $2,000 special exemption.
That is, from the net income subtract the war-profits and exeess-
profits taxes and $2,000 and take 12 per cent of the remainder.
See any chart.

Net In
Dednetions, sectlon 236 :

Taxes under section 30T (a)__________
e exemption

Total deductions

Net faxable a , 400
12 per cent of $74,400 is Um normal tax, oF- .. $8,928

Total of all taxes to be paid by this corporation_. ... _ 82,528 !

Or 50 per cent of its net Income {oxl thie year,

If the gentlemen will note, if the cor- |

Having ascertained what it must pay under section 301 of
the bill, we now compute the corporation tax commenly re-
ferred to as the normal tax, as provided in sections 230 and 236.

It is computed in this way: The net income of $150,000 is
taken, and from that is deducted, under section 236, the
amount of taxes paid under seetion 301—§73,600—and then a
special exemption of $2.000, making a total deduction of $75.600,
which, taken frem $150,000, leaves the net taxable amount
$74,400. The corporation or normal tax is 12 per cent of this
$74,400, so that the normal tax will be $8,928.

Add 38928 to the amount ascertained in the threc brackefs
| of $73,600, making a total tax that this cerporation will pay on
 this statement of facts of $82,528, or 55 per cent of the net
| income. [Applause.]

Mr. STAFFORD. Will the gentleman yiell?

Mr. HAWLEY. T will

Mr. STAFFORD. The deduetion is that im all eorperations
where the net income paid is ene-half of the eapiial invested,
the pereentage that they will pay under this bill is 55 per
cent, and as the income is greater in proportion naturally the
percantage increases?

Mr. HAWLEY. The gentleman must tuke inte cpusideration
what the prewar earning was, because that affects the computa-
| tien in the third braeket.

Mr. FORDNIIY. What percentage of original invested capital
does it permit the faxpayer to have net—$45,000 on $250,0007

Mr. HAWLEY. He will have $67,472 left.

Mr. FORDNEY. = About 18 per cent.

Mr. HAWLEY. Twenty-two per cent. ITe will have $07472
Ieft, after subtracting $82,528 from the net income.

Mr. FORDNEY. Twenty-twe pen cenl; well, he coukl live on
that until spring if he is economical.

Mr. STAFFORD. The chairmamn of the committee, in reply
to an inguiry, stated the reason why the House conferees re-
ceded from the Senate provision leaving these excess-profit taxes
of individuals in partnership was beeause the income tax al-
most equaled that provided for the corporation. Can the gen-
tleman give the House what rate of tax would be on the indk
vidual and partnership doing business with like earnings?

Mr. HAWLEY. I will insert o chart at the eonclusion show-
ing the amount of taxes paid by an individual as compared with
that paid by a eorporation en the same statement of facts. I
desire to revise a certain primer I formerly preparved and to
include eomputations amd explanations eoncerning all tha
income-tax feafores.

Mr. WINGO. Will the gentleman yield?

Mr. HAWLEY. Yes

Mr. WINGO. Is it true according to the gentleman’s compa-
 tation that the corporation, after paying the total tax, has stifl
$17.000¢ more war profits than it had during the prewar year?

Mr. HAWLEY. After the tax is paid here, if my subtraction
is correet, $67,472 is left.

Mr. WINGO. That gives him $67,5007

Mr. HAWLEY., Yes.

Mr. WINGO. And he made $50,000 In the prewar period?

Myr. HAWLEY. Yes,

AMr. WINGO. That would leave him still an excess profit of
$17,000 more than he made before?

Mr. HAWLEY. Yes,

Mr. WINGO. Does the gentleman think he is hurt?

Mr. HAWLEY. I think he can afford to pay the taxes,
especially under the eireumstanees. 'There is one other abser-
vation I wish to submit. This particular eorporation, if it dis-
wributed ene-half of its net income in dividends, under the
- provisions of the House bill before the Senate amendments were
agreed to, would have paid $87,540, or about $5,000 more than
they will pay under the conference repert.

The SPEAKER pro tempore (Mr. Rupey). The time of the
gentleman frem Oregen has expired.

Mr. FORDNEY. Mr. Speaker, I yield five minutes more to
the gentlemam.

Mr. BAWLEY. I understand that this change in the system
of eomputing the taxes was due to a feeling in another hody
that to provide a war excess-profits tax and an excess-profifs
| tax and for a corporation to pay whichever was the highest,
'was in the nature of double taxation, and a constitutional
| objection. wias met by combining the two systems into one
| system, with three brackets. By this continuous arrangement
| for the assessment, levying, and collection of taxes it was
| thought that the constitutional objection would be avoided.
[Tm wiag the prinelipal reason leading to this rearrangement, as

I understand.

Mre. HAYES. Mr. Speakm' will the gentleman yleld? -8

Mr. HAWLEY. Yes,
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Mr. HAYES. Of course, the gentleman recognizes that this
Is a purely academic table. No corporation that he knows of
probably makes any such showing as he has indicated. Am I
not correct?

Mr. HAWLEY. I had submitted to me from a home corpora-
tion a statement of facts very much like this.

Mr. HAYES. T would like to buy some of their stock.

Mr. HAWLEY. I do not think it is for sale.

CmArT VI,

A CORPORATION PAYING IN ALL THE BRACKETS, WHICHL AFFORDS AN
OPPORTUNITY FOR DETAILED EXPLANATIONS.

Invested capital for 1018 -~ $100, 000
'iNet income for 1018__ 45, 000
I'rewar carning — = 16, 000

- — — —— ]

First brackct, exccss profits (sec. 801a).
120 per cent of 100,000 - oo o oo $20, 000
'Deductions (sec. 312) :
8 per cent of $100,000_________________
Specifie ption___

tions

Total ded

The term * excess profits ” me:ns net profits on the invested
capital in excess of 8 per cent thereon. This corporation made
35 per cent net profit on its invested capital in 1918. In the
first bracket a tax is levied at the rate of 30 per cent on that
portion of the net profit which equals a return of 20 per cent
on the invested capital. Twenty per cent on $100,000 is $20,000.
‘But before levying the tax certain deductions are allowed.
‘Every corporation is exempt from taxation on an earning equal
‘1o 8 per cent on its invested capital, which in this case is $8,000,
'and also in addition thereto a specific exemption of $3,000, mak-
ing in this instance a total deduction of $11,000. A deduction
-of $11,000 from $20,000 leaves $9,000 to be taxed in this bracket,
fat the rate of 30 per cent, producing a tax of $2,700.

! Kecond bracket, crcess profits.

| Net income for 1018 e emme 3305, 000
tDeductions (20 per cent of $100,000) - - -~ -~ 20, 000
[Amount taxable-___________________ 15, 000
65 per cent of §15,000, or tax in nd bracket -- $9, 750

| Total tax in first and second brackets_____-___________ 12, 450

In the second bracket the remainder of the net income for
|1018 is taxed. The amount is ascertained by subiracting from
ithe entire net income the amount taxed in the first bracket,
{ which is an amount equal to a return of 20 per cent on the in-
. vested capital. The net income of $35,000, less $20,000, dealt
iwith in the first bracket, leaves $15,000 to be taxed at 65 per
‘cent, producing a tax of $9,750.

The total tax based upon net profits in excess of a return of
15 per cent on the invested capital, with an additional exemption
of £3,000, is $2,700 in the first bracket and $9,750 in the second
Ibracket, or $12,450 in all. 2

Third bracket, war profits.

Net ineome for IBA8. oo o s $35, 000
Deductions (sec. 311a) :
Prewar earning. - $16, 000
Specific exemption_ . ____________ 3,
Totaldeductiong. . o 19, 000
FPaxable amoant - - Coo.o - Lo 16G, 000
80 per cent of $16,000 i8______ ___________________ 12, 800
Deduct total of first and second brackets. . ___ , 4560
Tax inthird bracket . _ e $£350
Total war-profits and excessprofits tax_____________________ 12, 800

The distinguishing feature in the third bracket is the use of
the prewar earning in the computations. If any tax is paid in
this bracket, it will be due to the fact that the net income for
1918 was greatly in excess of the prewar earning.

From the net income of §35,000 subtract the prewar earning
of $16,000 and a special exemption of $3,000, or $19,000 in all,
which will leave $16,000. Upon this $16,000 compute S0 per cent,
producing an amount of $12,800. Irom $12,800 subtract the
total tax in the first and second brackets, or $12,450, leaving
$350, the tax in the third bracket.

In every case if a corporation pays in the third bracket, the
computations in the first and second brackets are superfluous,
so far as ascertaining the tax to be paid is concerned, and the
tax to be paid under section 301 (a) will be the amount com-
puted in the third bracket. The value of computing the taxes
in the first and second brackets is to ascertain what amount of
the taxes under section 301 (a) are due to an earning in excess
of 8 per cent on the invested capital and what due to earning
in excess of the prewar profits.

Normal corporation tar (sec. 239).

Net i for 1918 = 33, 000

Deductions, scg:tion 236: 25100
Taxes puted above $12, 800
Specific exemption - 2,000

Total deductions, ¢. ¢ 14, 800

Amount subject to normal tax 20, 200

12 per cent of $20,200, or normal tax $2, 42

Every corporation must pay the normal corporation tax, unless
its net income is in excess of $2,000 and the interest received on
obligations of the United States or bonds issued by the War
Finance Corporation and the excess-profits and war-profits taxes
to be paid.

From the net income for 1018, or $33,000, deduct the taxes

[ paid in the first, second, and third brackets, a total of $12,800,

and also the specific exemption of $2,000, and there is a remain-

der of $20,200, which is the amount subject to the normal tax

gg 354 per cent. Twelve per cent on $20,200 produces a tax of
v Total of all taxres.

Tax computed in first bracket L $2, 700
Tax computed in second bracket____________________________ 9, 750
Tax computed in third bracket i 450
Normal corFporation: flx ot 5 sn e e s r T RS, 2, 424

Grand total__ i i e ey L1 W AT SN 10, 224

Cuant VII.

This is an illustration of the taxes a corporation will pay,
which before the war was making 30 per cent on its invested
capital and during 1918, by reason of the great demand for its
product and rapid turnover, made 150 per cent:

Invested capital in 1918___ -——- $100, 000
Net income for 1918 ______ 150, Ooa
Prewhr eatming= = o e s S 30, J
_
First bracket, exccss profits.
20 rPer cent on $100,000 - ———- $20, 000
Dednctions, section 312 :
8 per cent on $100,000_______________ $8, 000
Specific exemptions ___ 3, 000
Total deductlons_________________________ 11, 000
Taxable amount______ e e e T 9, 00O
30 per cent of $9,000, or tax in first bracket . — oo __ 2, 700
Sccond bracket, exccss profits.
L T e e e $150, 000
Less 20 per cent on §100,000, or— - _______ 20, 000
130, 000
65 per cent of $130,000, or tax in second bracket___________ 84, 500
Total tax in first and second brackets - oo ______ 87, 200
Third bracket, war profits.
NeL RO s i $£150,000
Deductions :
Prewar eaming_ - ___________ £30, 000
Specific exemption________ .. ____ 3, 000
— 33, 000
117, 000
80 per cent of $117,000 is $93.600.
$93,600 less $87,200 is the tax in third bracket_.___________ 6, 400
Total taxes in the three brackets. .. ________ 93, €00
Normal corporation tax.
R N S e e e b Th e $1350, 000
Deductions :
Taxes pald above - - oo © $93, 600
Specific exemption . ___ 2,
935, 600
Amount subject to normal tax____________ 54, 400

12 per cent on $54,400, or the normal tax, Is_ - ____________ G. 528

100,128

CHART VIIIL

A CORFORATION WIOSE NET INCOME MATERIALLY INCREASED FOR THE YEAR
1818, AND PAYING IN ALL THREE BRACKETS.

Tuvested capltl X018 ==l = v e e Sl s
Net income, 1918
Yt p oo ) Fr e L L S SRR T S VTN T

$1, 000, 000
400, 000
150, 000

First braclket, excess profits (sce. 301a).

20 per cent of $1,000,000. oo $200, 000
Deductions (sec. 312&:

8 per cent of $1,000,000._________ $80, 000

Specific exemption_______________ 3, 000

Total deductions e __ 83, 000

Amount taxed on first bracket-________________ 117, 000
30 per cent of §117,000, or tax in firet brocket____________
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Sccond bracket, excess profits.
Net income...... $400, 000
Less 20 per cent of $1,000,000, 0P o ccceacae 200, 000

Amount taxed in d bracket 200, 000

65 per cent of $200,000, or tax in second bracket_ - ————-- $130, 000
Total of first and second brackets - oo __ 165, 100
Third bracket, war profits.
Ket income_ $400, 000
Deductions (sec. 311a):
Prewar earning — o cccimamanne $150, 000
Bpecific exemption_____________ 3y
153, 000
247, 000
80 per cent of $247,000 is $197,600; $197,600 less §165,100
(the total of the tax of first and second brackets), is tnx in -
third bracket___ 32, 500
Total war-profits and excess-profits taxes_ oo 197, 600
Normal corporation taz (see. 230).
R meome . e e $400, 000
Deductions (sec. 236) :
Taxes a8 ADOVe . oo e e $197, 600
Specific exemption______________ 2, 000
199, GO0
Amount kubject to normal tax 200, 400
2 per cent of $200,400, or normal taxX_ - 24, 048
Total of all income taxes paid by this corporation._._ 221, G648

CHART 1X,
A LARGE CORPORATION MAKING LARGE PROFITS IN 1918,

Invested capital for 1918 $15, 000, 000
Net income for 1918 RS T, s
Prewar earning -—- 2,250, 000
First bracket, excess profits (sec. 301a).
$3, 000, 000

Dllfer cent of §156,000,000- oo
uetions (seec. 312&
8 per cent of §15,000,000-__ §1, 200, 000
Specific excmpdon 3, 000

Total deductions

Amount taxable

30 per cent of $1,797,000, or tax in first bracket - 539, 100
Beecond bracket, excess profits (sec. 301a).
Net income for 1918 §7, 500, 000
Deductions :
j 20 per cent of $15,000,000_ - 3, 000, 000
Amount taxable _ 4, 500,
G35 per cent of $4,500,000, or tax in second bracket.____.__ 2,925, 000
Total tax in first and second brackets_________ 3, 464, 100
Third bracket, war profits (sec. 30la).
Net income for 1918 $7, 500, 000
Deductions (see. 311a) :
Prewar earning — - $2, 2..»0 000
Specific exemptioDa. oo
Total deductions Ly 2, 253, 000
5, 247, 000
er cent of $5,247,000 18 cccmccccm e 4, 197, 600
DecP ct total of first and second hrackets ..... 3, 464, 100
Tax in third bracket $733, 600
Total war-profits and excess-profits tax—— oo 4, 197, 600
Normal corporation faz.
Net income for 1918 $7, 500, 000
Deductlons (sec. 236) :
Taxes computed above______ $4, 197, 600
Specific exemption . ____ 2, 000
Total deductlond. e 4,199, 600
Amount subject to normal tax__-_________-_ 3, 300, 400
12 per cent of $3,300,400, or normal tax 396, 048
Total of all tazes.
Tax computed in first bracket 539, 100
Tax in d bracket 2, 925, 000
Tax computed in third bracket 733, 500
Normal corporation fax 396, 048
Grand total 4, 503, 648

CHART X,
A SMALL CORPORATION WHOSE INCOME INCREASED FOR THE YEAR 1918,

Invested capital for 1918 $50, 000
Net income for 1918 18, 000
Prewar earning.. ... 10, 000
Pirst bracket, excess profits (sec. 301a). SR
20 cent of 50000 , 000
Dedvctions. (e 81
8 per cent ut $
Specific u’xemption
Total deductidns 7, 00D
O AR e e e a3, 000
900

30 per cent of $3,000, or tax in first Bracket L oot Uooal
LVII '

102

Second bracket, ercess profits.

Net income for 1918 RS $18, 000
Deductions : 20 per cent of $530,000 . ______ 10, 000
A b b Ie . T e e 8, 000

65 per cent of $8,000, or tax in second brackel - emmeeee-w-- $0,200

Total tax in first and second brackets_ . _____________ G, 100
Third Uracket, war profits.
Net income for 1918 ———— $18,000
Deductions (sec. 811a):
Prewar earning.-_ $10, 000
Specific exemption—— . ____ 3, 000
Total deduetions - oo o . o o L 13, 000
G, 000
30 r cent of $5,000 is el . 000

uction total uf first and second brackets._______________. (1]
Tu in third bracket o
(Since $4,000 is less than $6,100 there will be no tax in' the

third bracket.)

Total war profits and excess-profits tax oo o

Normal corporation tax (sec, 230).

Net income for 1918 ____________________________
Deductions (sec. 230

Taxes computed above ...............

Specific exemption._ oo

Total deductions . ____

Amount subject to normal tax__._
12 per cent of $9,900, or normal tax

Total of all tares.

Tax computed In it hedekst .S L Ul - o 000
Tax computed in second bracket T S 5,200
Tax computed in third bracket__ 0
Normal corporation tax e e e S S Sl S 1,188

Grand total ____________ = - T.238

CHART \1'
A CORPORATION PAYING NO TAX IN THE FIRST BRACKET.

Invested capital for 1918 $£25, 000
Net income for 1918_____ ___________ 5, 000
Pl Vel T A R R e e 135, 000
First bracket, exccss profits (scc. 301a).
Dedpcr cent of szo 000______ e £3, 000
ctions (sec. 312) :
8 per cent of $25,000 o £2, 000
Specific exemption. oo 3, 000
+Total fleduct!ons-. 3, 000
Amount taxabl 0
30 per cent of $D or tax in first bracket____________________ 0
Second bracket, excess profits.
Net income for 1918 $15, 000
Deductions : 20 per cent of $25, 000__ 5, 000
Amount taxable__________ - 10,000
60 per cent of 810 000, or tax in second bracket. . _________ G. 500
: Total tax in first and second brackets________________ G, 500
Third bracket, war profits.
Net income for 1918 -- $15, 000
Deductions (sec. 311a) :
Prewar earning. £35, 000
Specific exemptions_ -~ __________ 3. 000
Toral deductons . o e I ATy 8, 000
Remaind 7, 000
80 ‘per cent of ;T 000 is o, 600
uct total of first and 1 brackets G, 500
(Since $5,600 is less than $0,500 there will be no
tax in the third bracket.)
Tax in third bracket_ b (1]
Total war profits and excess profits tax_ oo G, 500
Normal corporation taz (sece, 230).
Net income for 1918__ i - £15,000
Deductions (sec. 236) :
Taxes computed above e $6, 500
Specific exemption____________________ 2
Tothl dednetione = - 8, Hoo
Amount subject to norma! tax____________________ G, 500
12 per cent of $6,500, or normal tax_ - o e 780
7,280
Total of all taxes.
Tax computed In first bracket. e e ————— Uy 0
Tax computed in second bracket o e ST e 246G, 500
Tax computed in third bracket 0
Normal corporation tax i § = 780
e, B e e R 7. 280

CHanrt XIIL
A CORFORATION WHICH PAYS NO TAXES IN THE FIRST, SECOXD, O THIRD

BRACKETS,
Invested capltal for 1918 — $25, 0
Mot Income Top IRYB . e B,
'Wwar earning. R R s e g o e T i AT i 3, 000
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First bracket, cacess profits (scc. 30ia).

20 per cent of $25,000.

Deductions (sec. 312) :
8 per cent of $25,000 e $2, 000
Specific exemption 3, 000

Total deductions

Amount taxable
80 per cent of § , OF tax in first bracket 0

Becond bracket, cxcess profits.

§5, 000

Net income for 1918 000
Deductions : 20 per cent of $25,000- - §, 000
' I

2 Amonnt taxable__
63 per cent of §

, OF tax lu second bracket oo 0

Total tax in first and second brackets
Third bracket, war profits.

Net income for 1918
Beductions (sec. 311a

Prewar earn ng
Specific exemption —— e

Total deductions

Amount txxnble _______________________ 0
lper cent of — 18 0
uct total of first and 0
‘In: in third bracket 0

Total war-profits and excess-profits taX o eceeeeen e 0
Naormal corporation taz,

, 000
sg,lINII'III

Ket income for 1918 §5, 000
Deductions (sec. 236) :

Taxes computed above_ - 0

Hpeclfic exemption 2, 000
Total deductions 2, 000
Amount subject to normal tax_ - 3, 000
12 per cent of $3,000, or normal tax L $360
- ===
\ Total of all taces.
Tax computed in first bracket. 0
Tax computed in d bracke 0
Tax computed in third hrnr'hr 0
Normal corporation tax 360

360

Grand total
CHarr XIIL.

A SMALL CORPORATION WHOSE INCOME FOR 181§ AND THE PREWAR PERIOD
ARE THE SAME.
$50, 000

10, 000
10. 600

Invested capital for 1913
Net income for 1918
Prewar carning

First bracket, excess profits.

20 per cent of S{iOI}OO

Deductions (sec. 312) :
8 per cent of 350000 ________________ $4, 000
Specific exemption 3, 000

Total deductions

“Amount taxable______ 8, 000
30 per cent of $3.000, or tax in first bracket - ______

Seeond bracket, exccss profits.

$10, 000

$000

Net income for 1918
Deductions: 20 percent of §——— e 10,

‘Amount taxable 0
635 per cent of §——— or tax in 1 bracket
Total 1ax in first and d brackets

Nore.—Having a net income of only 20 per cent, there is no
amount to be taxed in the second bracket, as only the amounts
in excess of a 20 per cent net income on invested capital is
taxed in the second bracket.

Third bracket, swcar profits.

Net income for 1918 $10, 000
Deductions (311a) : - .

Prewar earning.
Specific exemption ———————__________

Total ('Ieducﬂnm: 12, 000
er cent of § 18- (Y]

go

‘.De uct total of first and second brackets 900
Aspmnd TRl T e 0
Tax in third bracket S 0
Total war-profits and excess-profits tax 0200
Nore.—SIince the dedunctions exceed the net income it is evi-
dent there whl be no tax in this bracket.
XNormal corporation tar.
Net income for 1918_ e $£10, 000
Deductions (sec. 236) :
Taxes computed aAbOVe - oo £900
Specific ¢ T I I L LY =L e L T 2, 000
Total deductions 2,900
Amount subject to normal tax 7,100
12 per cent on $7,100 or normal tax % 852
= e

Total of all tazcs.

Tax computed in first bracket $900
Tax computed in second bracket 0
Tax computed in third bracket = 0
Normal corperatiom tax . 852

e R b et e ol - 1,752

CHART XIV,

A LARGER CORPORATION WHOSE PREWAR EARNING AND XNET INCOME FOR
1918 WERE THE SAME AMOUNTS.

Invested capital for 1918 ;100 000
Net income for 1918
Prewar earning. 22 e 80 000
f——bW |
First brnckct, exccss profits (sec. 301a).
20 i)er cent of $100 20, 000
vy ("i“ofiswoooo $8, 000 i
per cen e S
Specific exemption____"__ 3, 000
Total deductions 11, 000
Amount taxable 9, 000
30 per cent of $9,000, or tax in first bracket ———————_____ 2,700
Second bracket, cxcess profits,
Net !ncome for 1918 $30, 000
Deduction A
20 per “cent of $100,000 20, 000
Amonnt WXBDIe. e 10, 000
G5 per cent of $10,000, or tax in second bracket . __ $6, 500
Total tax in first and second brackets_ .. o 9, 200
Third bracket, woar profits.
Net income for 1918 30, 000
Deductions (sec. 811a) : g
’ ar earning $30, 000
Bpecific nvnmpﬂnﬂ 3\' 000
Total deductions 33, 000
Amount hlxnh]p 0
80 per cent of § 0
uct total of first a.nd second brackets __________ 9, 200
Tax in third bracket 0 )
Total war-profits and excess-profits tax___________________ 9, 200
NoTE.—No tax in this bracket because the deductions of
$33,000 exceed the $30,000 on which tax is to be computed.
Normal corporation tax (sec. 230),
Net income for 1918 $30, 000
Deductions (sec. 238) :
Taxes compnted F ) e e £9, 200
Specific 2, 000
Total deductions__ 11, 200
Amount subject to normal tax______________ 18, 800
12 per cent of $18,800, or normal tax = 2, 250
Total of all tarcs.
Tax computed in first bracket_ = 2, 700
Tax computed in second bracket_ . ____ ___________________ s, 500
Tax computed in third bracket
Normal corporation tax ______ 2, 256
Grand total 11, 456
CHART XV,
A CORPORATION WHOSE XET INCOME m 1918 WAS LESS THAN ITS FREWAR
EBARNIN
Invested capital for 1918 e $200, 000
Net income for 1918 =< 42, 000
Prewar earning 2 -- B0, 000
First bracket, excess profits (sec. 30ia).
20 per cent of $200,000 $40, 000
Deductions (see. 312) :
8 per cent of $200,000 e __ £1a6, 000
Bpecific exemption . ___________ 3, 000
Total deductions 19, 000
Amount_taxable 21, 000
30 per cent ot $21,000, or tax in first bracket___________ ' ___ G, 300
Becond bracket, crcess profits.
Net income for 1918_____ §40, 000
Deductions : 20 per cent of $200,000. " 40, 000
Amount taxable_____ - (1]
653 per cent of § , Or tax in second bracket—__________ 0
Total tax in first and second brackets. 6, 300
= - - =
Third bracket, war profits.
Net income for 1918 $40, 000
Deductions (see 8113)
Prewar earning - $00, 000
Specific e tion 2, 000
Total dcductions 52, 000
80 per cent of § is 0
Amount taxable________ = /]
Deduct total of first and second brackets___________ G, 300 (1}
Tax in third bracket 0
Total war-profits and excess-profits tax- e $6, 300
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Normal corporation toz (scc. 230).
Mot -Mneome Tor YR L e e s N $40, 000
Deductions (sce 236) :
Taxes computed abOVe o oo
Specific exemption 5 2, 000

Total deductions B, 300

Amount subject to normal tax
12 per cent of $31,700, or normal «taX—— e £3, 804

Total of all tazes.
Tax computed in first bracket_____
Tax computed in second bracket 0
Tax computed in third bracket
Normal corporation tax

Grand total

Caanr XVI.
Invested capital, 1918
Net income for 1918
Prewar earning

First bracket, excess profits (sec. 301a).

r cent of $150,000
uctions (sec. 312) :
8 per cent of $150,000____ _____________
Specific ption 3,

Total deductions 15, 000

Amount taxed in first bracket x 15, 000
30 per cent of $15,000, or tax in first bracket oo

Second bracket, excess profits.

20 $30, 000

Net income ——__
Less 20 per cent of $150,000

Amount taxed in d bracket 12, 000
65 per cent of $12,000, or tax in d bracket

Total tax in first and second brackets
Third bracket, woar profits.
Net income L
Deductions (see. 311a) :
Prewar earnin $30, 000 e
Specific deduction 38, 000

Total deductions

33, 000

9, 000

80 per cent of $9,000 or $7,200 is less than the total of the first

and second brackets, and therefore there will be no tax in the
third bracket___ 1]

Normal corporation taz (sec. 230).

Net income $42, 000
Deductions (sec. 236) :
Taxes as above $12, 300
Specific e ption 2, 000
Total deductions 14, 300
Amount subject to normal tax 27, 700
12 per cent on $27,700 $3, 324

Total of all income taxes to be paid by this corporation.. 15, 624
CuArT XVIL
A CORPORATION EARNING LESS THAN 20 PER CENT NET INCOME IN 1818,

Invested capital for 1918 = $60, 000
Net income for 1918 10, 800
Prewar ecarning 9, 000

First bracket.

Net income for 1918 $10, 800
Deductions :
8 per cent of $60,000c oo
8Bpecific exemption ———______________ 3, 000

Tot1l deductions
Amount taxable
80 per cent of §3,000, or tax in first bracket—___________

Second bracket.
Net i for 1018 Lrn e
Deductions : 20 per cent of $60,000  ———___ 12,

Amount taxable 0
G5 per cent of § , or tax in d bracket 0

200

Total tax in first and second brackets__———__________

Notr.—S8ince the deductions exceed the $10,800 there will
be no tax in this bracket.

Third bracket.

Net income for 1018 $10, 800

Deductions :
Prewar earning
Specific ption

Total deductions
80 per cent of 8 0
Tax in third bracket e 0

Total war-profits and excess-profits tax_ ... ___

000

Normal corporation tar.

Net income for 1918 - -- 510, 800
Deductions :
Taxes computed abDOVeO oo $900
Specific exemption 2000
Total deductions - _______ ERA= s Ny 2,900,
Amount subject to normal tax._ . e 7. 900
12 per cent of $7,900, or normal tax_ $948
——
Total of all tarcs.
Tax computed in first bracket i 900
Tax computed in second bracket_..__ 0
Tax computed in third brackei_ 0
(Tl e B it 2 a F T s A e s ST L e SRS S 0948
Grand total 1,848

CHant XVIIL.

A CORPORATION WHOSE SPECIFIC EXEMPTION OF $3,000 I8 NOT EXHAUSTED
INX THE FIRST CRACKET.

Invested capital for 1918 - %15, 000
Net income for 1918 L £ 4, 500
Prewar earning 3,
_——
50 ¢t of §15,000 First bracket. $3, 000
r cent o 5 ——— $3,
Ded?%m“: t of ;1'000 $1, 200
per _cent o OO e e e
Specific exemption » 00
Total deductions 4, 200

Amount taxable T
30 per cent of $——, or tax in first bracket_________________ 0
1. Bince the deductions amount to $4,200, and this exceeds

$3,000 %OSIJOO. this corporation has the right to deduct

this 51, in the second bracket in addition to the usual 20

per cent on invested capital.

Seecond bracket,

Net income for 1918_ = $4, 500
Deductions :
20 J)er cent of $15,000 oo $3, 000
Additional e 1, 200
4, 200

.| Amount taxable. 4 iy 300

66 per cent of $300, or tax in second bracket________________ 195
Total tax in first and second brackets 195
——_—

Nore.—The “ additional " $1,200 is the amount obtained in
the first bracket in excess of the $3,000 to be taxed ; this §1,200
is therefore deducted in the second bracket that the corporation
may receive exemption for the full amount of $3,000 specific
exemption.

Third bracket,
Net-neomb - for 1918 et $4, 00
Deductions :
Prewar earning $3, 000
Specific exempton. oo , 000
ks Tot%l fdedur'ﬂr;nn 5 G, 000 -
per cent of $—— is ———— -
Tax in third bracket L S T S T S L 0
Total war-profits and excess-profits tax___________ ___ 195
Note.—Since deductions exceed $4,500, there will be no tax
in this bracket.
Normal corporation taz.
Net income for 1918_ . = 34,500
Deductions :
Taxes computed above £195
Specific exemptions ———— 2,000
Total deductions 2,195
Amount subject to normal tax_-___________________ 2, 305
12 per cent of $2,305, or normal tax_- ______________________ 276. 60
ES
Total of all taxcs.

. Tax computed in first bracket_______ = 0
Tax computed in 1 bracket ez, - 103,00
Tax computed in third bracket . _____ ______ __ __ ________ 0
Normal corporation tax -— 276.60

Grand total - oo 471, 60
CHarT XIX,

A CORPORATION WITIH AN 8 PER CENT EARNING IN THE PREWAR PERIOD.
Invested capital for 1918_____ 100, 000
Net income for 1918 = $ 30, 000
Prewar earning - _____ = 8, 000

=
First bracket, excess profits (sec. 301a).
20 per cent of $100,000 $20, 000
Deductions (sec. 312) :
8 per cent of $100,000_______________ $8, 000
Specific I ption A 3, 000
Total. deductions —— - . - . e 11, 000
Amount taxable__ 9, 000
30 per cent of $9,000, or tax in first bracket . ____________ 2,700
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Sccond bracket, excess profits. _|

Net income for 1018 $30, 000 s
Deductions : 20 per cent of $100,000_____________ 20,000 +TIT
Amount taxable 0, 000
65 per cent of $10,000, or tax in second bracket___—______ £6, 500
Total tax in first and second brackets. s 9,2
Third brackets, war profits.
Net income for 1918__ ——=- $30, 000
Deductions (see. 811b) :
10 per cent of invested capital, 1918__ $10, 000
Hpecific exemption 3, 000
Total deductions 13, 000
. 17, 000
80 per cent of $17,000_____ 13, 60O
Deduct total of first and second brackets_.. ________ 9, 200
Tax in third bracket 4, 400
Total war-profits and excess-profits tax 13, 600
Nore.—Since the prewar earning was only 8 per cent it is
not used, but a 10 per cent deduction is allowed in the third
bracket.
Normal corporation taz (sec. 230).
Net income for 1918 $30, 000
Deduetions (sec, 236) ; -
computed above______________ $13, 600
Bpecific exemption. o oo ___ 2, 000
Total deductions e B GO0
Amount subject to normal tax_____ . __________ 14, 400
12 per cent of §14,400, or normal tax_ X, T2
Total of all taxes.
Tax computed in first bracket - o 2,700
Tax computed in second bracket_________________ = 4, Boo
Tax computed in third bracket__.__._ S 4, 400
Normal corporation tax i 1,728
~ 1 15, 328

A CORPORATIOX WITH XO XET INCOME IN THE PREWAR PERIOD.

The above method would be used in computing the tax on a
corporation which had no net income during its prewar period.

A CORPORATION XOT IN EXISTENCE AT LEAST ONE WHOLE CALENDAR YEAR

DURING THE PREWAR FERIOD.

A corporation not in existence during one whole calendar year
will have in lieu of the deductions in section 311 a, those pro-
vided in section 311 ¢ and d, which are:

I. A specific exemption of $3,000; and

II. A constructive prewar earning based upon the average
experience of corporations in the same trade or business, simi-
larly situated, but in no case to be less than 10 per cent on its
invested capital taxable for 1918.

A CORPORATION HAVING A XET INCOME IN 1018 05“ LESS THAXN $3,000.

A corporation having a net income of less than $3,000 in 1918

will not pay the war-profits and excess-profits taxes.
CHART XX.

WIIAT INCOME TAXES WOULD ITAYE BEEN PAID HAD THE BUSIXESS IN
CHA;IT IV BEEN MANAGED BY AN INDIVIDUAL INSTEAD OF A CORPORA-
TION.

It is difficult to make a comparison of this kind as the deduec-
tions and exemptions for normal and surtaxes for individuals
are different from those for corporations for the normal and
war-profits and excess-profits tax. But supposing that an indi-
vidual had an income of $150,000 upon which he pays both nor-

mal and surtax,
Normal taz (sec. 2i0a).

Net inc . $150,000
Deductions :
Credit under section 216 A___________ £6, 000
Credit under section 216 Coomoeee 2,000
Total deductions —_. 8, 000
Amount on which normal tax is computed $142, 000
$4,000, at 6 per cent__ = ) 240
$138,000, at 12 per cent 16, 560
Total i AR 16, 800
Burtaxr (sce. 211),
Net income subject to surtax_ . ______ 150, 000
On amounts between—
$5,000 and $6,000, or $1,000 at 1 per cent___ $10
6,000 and 8,000, or 2, at 2 per cent___ 40
8,000 and 10,000, or 2,000 at 3 per cent—__ 60
10,000 and 12,000, or 2,000 at 4 per cent 80
12,000 and 14,000, or 2,000 at 5 per cen 100
14,000 and 16,000, or 2,000 at G per ce 120
16,000 and 18,000, or 2,000 at 7 per cen 140
18,000 and 20,000, or 2,000 at 8 per cen 160
20,000 ang 22 ,or 2,000 at 9 per cent___ 180
22,000 and 24,000, or 2,000 at 10 per cent__ 200
24,000 and 26,000, or 2,000 at 11 per cent___ 220
26,000 and 28,000, or 2,000 at 12 per 240
28,000 and ,000, or 2,000 at 13 per 260
0,000 and 32,000, or 2,000 at 14 per 280
2,000 and 34,000, or 2,000 at 15 per 300

On amounts between—Continued.

$34,000 and $36,000, or $2,000 at
36, and 8 , or 2,000 at
a8, and 40,000, or 2,000 at
,000 and 42,000, or 2,000 at
2,000 and 44,000, or 2,000 at 00
44,000 and 46,000, or 2,000 at 21 per cent.__
46,000 and ,000, or 2,000 at 22 per cent___ 440
48,000 and 50,000, or 2,000 at 23 per cent... 460
,000 and 52,000, or 2,000 at 24 per cent___ 480
52,000 and 54,000, or 2,000 at 23 per cent_._ 500
54,000 and 56,000, or 2,000 at 26 per cent___ 520
56,000 and 58,000, or 2,000 at 27 per cent_ 540
58,000 and 60,000, or 2,000 at 28 per cent___ 560
60,000 and 62,000, or 2,000 at 29 per cent__. 580
62,000 and 64,000, or 2,000 at 30 per cent.__ G600
04,000 and 66,000, or 000 at 31 per cent__. G20
66, and 68,000, or 2,000 at 32 per cent___ G40
68,000 and 70,000, or 2,000 at 33 per cent.__ 660
70,000 and 72,000, or 2,000 at G680
72,000 and 74,000, or 2,000 at 700
74,000 and 76,000, or 2,000 at 36 720
76,000 and 78,000, or 2,000 at 37 T40
78,000 and 80,000, or 2,000 at 38 760
80,000 and 82,000, cr 2,000 at 39 780
82,000 and 84,000, or 2,000 at 40 8500
84,000 and 86,000, or 2,000 at 41 820
86,000 and 88,000, or 2,000 at 42 840
88,000 and 90,000, or 2,000 at 43 8260
,000 and 92,000, or 2,000 at 44 880
92,000 and 94,000, or 2,000 at 45 900
! and 3,000, or 2,000 at 46 920
,000 and 98,000, or 2,000 at 47 940
098,000 and 100,000, or 2,000 at 48 960
100,000 and 150,000, or 50,000 at 52 per cent_._ 20, 000
Total surtax % §49, 510
Normal tax A 8 P R e e L B - 16, 800
Surtax = -——= 49,510
Total tax G0, 310

The corporation will pay 5522528.

Alr. FORDNEY., Mr. Speaker, I ask unanimous consent to
extend my remarks in the Recorp.

The SPEAKER pro tempore. Is there objection?

There was no objection.

Mr. HULL of Tennessee.
request. 3

The SPEAKER pro tempore. Is there objection?

There was no objection.

Mr. FORDNEY. Mr. Speaker, I yield five minutes to the
gentleman from Ohio [Mr. Earersox].

Mr, EMERSON, Mr, Speaker and gentlemen of the House,
I am moved to speak at this time because of a provision in the
bill which gives $60 pay to the soldiers. I am in favor of that
and would vote for more. That is not all the soldier wants, how-
ever. The soldier wants first to be returned home, and, second,
hie wants to be returned to the position that he held before he
entered the service of this country. Right here I want to second
the compliment paid by the chairman of this committee to the
private soldier. I know personally soldiers who are serving in
France as privates who earned from $10,000 to $15,000 a year;
from four to five and six times as much as the captains and
colonels of the organizations in which they are serving. I know
Pvt. Sam Rosenberg, who had a law business that paid him over
$10,000 per year, who entered the service as a private. How are
we going fo do this? I have introduced to-day two bills. First,a
bill to forever bar the alien who refused to enter the service of
his country when he was drafted from becoming a citizen of the
United States; second, to make the alien who volunteered or
was drafted and did not claim his exemption a citizen upon
presentation of his papers showing honorable discharge. I have
introduced another bill to give a preference to the soldier, sailor,
and marine, and even the citizen of this country, when it comes
to employment. To think of an American soldier, sailor, or
marine returning from France walking the streets of the cities
of this country in idleness and seeing some alien slacker holding
a profitable position is scandalous. What we ought to do in this
country is to start an Americanization scheme. If we had been
prepared socially, educationally, and in a military way we would
never have had to enter this war with Germany, and the nearly,
60,000 brave American boys who now sleep in France would be
here. I believe in glving a preference to the soldier, the sailor,
or the marine, and the citizen of this country, over any alien
who comes here to infest this country with anarchy and Bol-
shevism and the I-won't-work stuff. I believe in giving employ-
ment to the soldier who does not belong to the I-won’t-work
class, and who not only belong to the I-will-work class but
who belongs to the I-will-fight class. [Applause.]

In compliance with resolutions adopted at a meeting of sol-
diers and sailors in Cleveland, Ohio, I have introduced two
bills—one to punish the alien slacker and the other to give
preference to soldiers, sailors, marines, and citizens over aliensg
in the matter of employment, and especially over allens who

Mr. Speaker, I make the sama
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refused to enter the military service of the United States during
this world’'s war.

More important than a league of nations is the Americaniza-
tion of this country,

Of all the persons who should go to the foot when it comes to
employment the alien slacker is that person.

Iivery alien who was exempted from military service because
of his alienage should never become a citizen of this country,
and should never have employment as long as an American citi-
zen is idle and physically and mentally able to fill such employ-
ment.

It should be made unlawful to hire an alien when an Ameri-
can ean do the work,

It will mean more for the peace of this country if the United
States would prepare itself industrially and educationally than
ihe mere belonging to a league of nations to enforce peace.

Iet us clean house nt home first.

There are in this country millions of aliens who never intend
to become citizens of this country, who have not the inter-
ests of the country at heart, who are here simply to get all
they can out of the country and spread Bolshevism and I, W,
W.ism while they are here. They should be curbed. No alien
should be given employment by any firm or corporation while
an American citizen walks the streets in idleness. Just think
of an Ameriean soldier, sailor, or marine walking the streets
after returning from the trenches and finding some alien slacker
hoelding the position he held before he entered the service of his
country. What an ungrateful country he must think this is.

Yes, and that same alien slacker enjoyed the peace and happi-
ness and prosperity for which the soldier, sailor, or marine was
willing to die,

The memory of a great past is the inspiration of a great
present, and the country which honors its great men has the
prospects of producing more in the future.

The gratitude of a free people in the United States will lead
ithem to erect memorials to the gallant and heroic men who
offered their lives that liberty might live. We have suggestions
of the conventional shafts placed in cemeteries for the fallen,
but for those who were saved to the Nation let the memorial of
employment be first erected as a tribute to the returning soldier
who offered his to-day for our to-morrow. No better or more
fitting tribute can be tendered the brave boys for their future
than supplying them with employment, not swamp lands, but
Jjobs, the jobs they held before they went 3,000 miles from home
to die if need be for their country. No alien wheresoever he
may hail from should deprive the American soldier from Ameri-
can employment in America.

No true American can negative this asscrtion unless he is
untrue to America, with unpatriotic motives detrimental to
American progress. These slackers nre simply human lice who
crawl over the body politic and pester and annoy civilization
and progress.  We might as well give them to understand that
Amerieca is no place for them. There is no eountry on the face
of this earth that would give them as much liberty and op-
portunity as this country does, but in spite of that they come
here and infest the country with disloyalty and anarchy. Is
it fair? Is it proper? Is it just? Does it not on the contrary
cause dissension and dissatisfaction and unrest among the
people of this country? Does it promote patriotism? If we are
to have an America of which we may feel proud let us clean out
ihis nest of disloyal aliens, who would neither fight for this
country nor their own.

They are citizens of no country—just wandering citizens of
the world, with no object but to prey upon the citizens of other
countries, The great European conflict is drawing to a close.
Hundreds of thousands of American soldiers are returning for
demobilization. They have been fighting for the prescervation of
our liberties, for the preservation of our industrial institutions,
and it is now our paramount duty to see to it that every mill,
factory, and workshop turns the wheels of industry with the
aid of the boys who offered their lives to save industry from
destruction.

Every firm, company, or corporation refusing or neglecting to
cemploy a soldler, sailor, marine, or citizen of these United States
to take the place of an alien slacker, or even an alien, should be
industrially blacklisted and its name published to the country.

Can it be well said that those of this vast army who returned
from military service should return to find alien slackers em-
ployed all over the country, and should be foreed to live upon the
charity of relatives and friends? These boys are not of the
I-will-not-work crowd ; they belong to the I-will-work crowd, as
well as the I-will-fight crowd. It is our plain duty to do this
by legislation. We have rightfully protected American industry
from alien indusiry; now let us protect American labor from
alien Iabor and the ungrateful alien slacker. American labor

should be given the first opportunity in this country. American
labor should hold every job in this country, and the alien should
wait. I would only allow the alien to come here with the dis-
tinct understanding that he must establish himself bere and
prepare himself for citizenship or go back where he came from.
If he can find any place where he is better treated, just let him
go, and it will be good riddance of bad rubbish. We would soon
get rid of bad aliens if we passed a law giving a preference to
American labor. I would make it a crime punishable with a
fine or imprisonment to employ an alien while there was an
American citizen idle who could perform the work.

Returning soldiers do not want simply praise, they do not want
a parcel of land ont in the wilderness, they do not want merely
a few months’ extra pay. What the returning soldier wants is
the job back he had before he entered the military or naval
service of the United States. He wants his old employment ;
and this Government should give back to every returning soldier
who worked for the Government before the war his old employ-
ment, no matter how it may inconvenience some one else; and
we should make it mighty unpleasant for any firm or corpora-
tion who does not do this. We took these men from their wives,
children, mothers, and friends and sent them 3,000 miles away,

-and we owe them something besides a vote of thanks, But

think of the alien who was drafted and claimed his exemption
because of his alienage. What do we owe him? We owe him
nothing. What right has he to take a job away from an alien
who was drafted and went and fought in the ranks? Is not
there a vast difference? Perhaps If we looked out a little for
the citizens of this country the alien might think a little more of
us. If Germany had known we would have entered the war as
vigorously as we did, we would never have had to go to war, and
the lives of nearly 60,000 of our brave hoys might have been
saved. If we do this, perhaps the alien will appreciate what
it means to live in a land of peace and opportunity, where all
men are equal, where the humblest serf may come and be free
and work out hiz own salvation, educate his children, and live
in comfort, peace, and happiness.

I am for Americanizing America, for preparing America for
any emergency. I believe in industrial preparedness, military
preparedness, educational preparedness, social preparedness in
every way, but above all by showing the alien that he can not
come to this country and enjoy all its liberties and opportunities
but share none of its responsibilities. Teach him respect for this
country, for its Constitution and laws, and for its flag, and when
we have done this we are prepared for any emergency. [Ap-
plause.]

Now, if we do not do something like that we are going to
discourage the soldier, and, besides, we owe him everything.
There are in this country thousands of people who have come
here with no intention of becoming citizens of this country, who
simply get all they ean from the country. They never intend
to be identified with the institutions of this ecountry; and if
there is anyone who should walk the street in idleness Mr. Alien
Slacker is the man.

Mr. DEWALT. Will the gentleman permit an interruption?

Mr. EMERSON. Yes,

Mr, DEWALT. Granting thal the gentleman may be able to
enforce the provisions of his intended bills in regard to giving
employment and in regard to employment in governmental work,
how would the gentleman be able to enforee it in regard to pri-
vate employment by private people or private corporations not
engaged in any such work? Would it net be n violation of the
constitutional provision in regard to contracts?

Mr. EMERSON. I appreciate the force of the genileman’s
question. T considered it very seriously when I prepared this
second bill

AMr. DEWALT. What is the gentleman’s answer?

Mr. EMERSON. My answer is this: If it is necessary, we
will amend the Constitution. That is all there is to that. I
place the welfare of my country above the rights of any cor-
poration.

Mr, DEWALT. Ob, I see.

Mr. EMERSON. That is all there is about that; that is the
way I feel about it.

Mr. DEWALT. That is very simple.

Mr. EMERSON. That is very simple; but that is what we
ought to do and what we have got to do if we want to preserve
the institutions of this country. And had we begun years ago
to prepare this country in some way we would not have been in
this war and 60,000 men would not lie sleeping in Flanders
fields and over 200,000 more wounded and maimed. Iad the
Kaiser known we would have fought he never would have {rans-
gressed the rights of an American citizen.

The SPEAKER pro tempore. The time of the gentleman has
expired.
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Mr. EMERSON. Mr. Speaker, I ask unaniinous consent to re-
vise and extend my remarks.

The SPEAKER pro tempore.
quest of the gentleman? [After a pause.]
none.

Mr. FORDNEY. Mr. Speaker, I yield 10 minutes to the gen-
tleman from Kentucky [Mr. LANGLEY].

- Mr. LANGLEY. Mr, Speaker, in the few moments allotted
to me I shall of course be unable to say very much, and I ask
unanimous consgent to revise and extend my remarks.

Mr. WALSH. Mr. Speaker, nobody can hear what the gen-
tleman from Kentucky is asking.

The SPEAKER pro tempore, The gentleman from Kentucky
asks unanimous consent to extend his remarks. Is there ob-
jection? [After a pause.] The Chair hears none.

Mr. LANGLEY. Mr. Speaker, I have made up my mind
that I will not vote for this bill if it is put upon its final pas-
sage in its present shape, and I assume that that is what will
occur. As a general rule I do not permit the speeches and
arguments of a Democrat to have much influence over me.
[Laughter.] But I do not mind confessing that my previous
inclination against this bill was very much strengthened by the
able speech of the distingunished gentleman from Texas [Mr,
Dies] last Thursday. I have read a great deal of Republican
literature and I have heard many good Republican speeches,
but I do not think I ever heard a better 15-minute Republican
speech, both politically and fundamentally, in my life than the
one delivered by the gentleman from Texas, and I am sure that
my colleagues on this side of the Chamber share with me the
regret that he is not to remain in Congress, and I think his
colleagues on the other side should also share in that regret.
[Applause.]

Mr. Speaker, I want to say in the outset that I do not for a
moment countenance the idea of our Government repudiating or
failing to pay any of its just obligations, however burdensome
they may be to our people. While those who are for the time
being managing the affairs of our Government may have erred
in entering into these obligations, the good faith of the Nation
requires that they be met sooner or later. All that I am going
to contend for is that in fulfilling these obligations due regard
should be had for the financial and industrial conditions in the
country so that an unbearable burden may not be placed upon
the people now. [Applause.]

There are several provisions in this bill that I am in favor of.
Of course, 1 am in favor of the bone-dry provision. [Applanse.]
That goes without saying. [Laughter and applause.] I am also
in favor of the purpose of the child-labor provision, but I pause
here to say that I do not think it is a wise policy, although it is
frequently resorted to of late, to load up appropriation bills with
legislative riders involving propesitions entirely extraneous to
the regular supply bills of the Government, and which ought to
he considered separate and apart therefrom and upon their own
merits, I am likewise in favor of the principle underlying the
provision for a bonus to be paid to our soldiers, sailors, and ma-
rines, except that I believe, as I indicated earlier in the debate
to-day, that $00 is a very small pittance to give them. [Ap-
plause.] Indeed, Mr. Speaker, I think it is little less than an in-
sult to them to give them what really amounts to little more than
a “tip” upon their discharge from a service in entering which
and going through which they have made so many sacrifices, and
many of them have suffered so much. I question also whether
it is equitable and fair to give all of them the same amount,
when some of them have served so much longer than others and
have made much greater sacrifices than others, and especially
in view of the fact that hundreds of thousands of them are still
overseas and being held there, many of them under the most dis-
tressing conditions, lthough the war has in fact been over for
nearly three months, T think some sliding seale would be bet-
ter so as to compensate them in a measure in proportion to their
service and sacrifice. Of course, it is not practicable to do this
literally, but it can be done approximately, and I recently intro-
dueed a bill which follows that general plan.

The distinguished gentleman from Michigan [Mr. ForpNEY]
called attention awhile ago to the fact that this $60 flat
honus would cost the Government a little over a quarter of a
hillion dollars, but what does that amount to in view of the
service that our boys have rendered our country and the civil-
ized world? As I stated when interrupting the gentleman, I
think it would be a good idea to take about twice that amount
out of the proposed appropriation for increasing the Navy,
which is now pending, and give that to our soldier boys to
help them along until they can resume their former vocations
or secure remunerative employment elsewhere. If I had the
time I could suggest other large Items that it is proposed to
appropriate in this Congress, for things that could be very well

Is there objection to the re-
The Chair hears

;l[ilfpemed with or postponed, and utilize the money for purposes
e this.

Mr. Speaker, while I favor the provisions to which I have
referred, and while there are some other features in this bill
that I would vote for as separate propositions, I do not propose
to be forced to vote for this bill as a whole, with all of its
objectionable features, simply because it contains some pro-
visions that I am for. The people of my district are sensible
and just, and they understand the situation. They know just
as well as we do that fhe way this conference bill is brought
up we can not get a separate vote on each item, but must vote
for or against the bill as a whole. They know how I would
vote on all these matters if under the rules of -the House we
could have a chance for a separate vote. s

Mr. Speaker, I have voted under this Democratic administra-
tion for a number of huge tax bills and appropriation bills.
For most of them I voted conscientiously ; in some cases I voted
for them almost in spite of my conscience, but in all cases my
vote was based upon assurances from the highest sources that
they were vital to the welfare of the country. But I have about
reached the parting of the ways. I do not propose to vote for
any more of these appropriation bills or tax bills blindly if I
can help it. One of the reasons that I oppose this bill is that
some of the money that will be ecollected under it, if it is en-
acted into law, will be expended in carrying out the unprec-
edented naval program that is proposed, and against which I
shall also register my vote unless it is very materially amended.
In previous Congresses I have always voted for the largest
increase in our Navy that was* proposed, but conditions were
different then. Our Navy needed increasing then, and we were
finaneially able to do it. Now we are paving the way to a
permanent peace and do not need such a gigantic Navy, and
now the people are already carrying an almost unbearable
burden of taxation and are not able to meet the added expense.

Mr. LAZARO, Will the gentleman yield right there?

Mr. LANGLEY. Certainly.

Mr. LAZARO. The gentleman knows there is a provision in
the bill that authorizes the President to stop the building pro-
gram if we agree to such a thing as that.

Mr. LANGLEY. Ob, yes; but the trouble about the President
is that sometimes he will not stop when he ought to when he
once gets started. [Laughter.]

Mr. ASHBROOK. Is the gentleman in favor at this time of
an omnibus public buildings bill?

Mr. LANGLEY. 1 certainly am. I am in favor of scattering
the money around throughout the country instead of taking it
in huge bulks and putting it where it is not absolutely necessary,
and where it will not reach the public generally, but enrich
the few at the expense and distress of the many. That is
exactly the point I had in mind when the gentleman from Ohio
interrupted me. That is why I am in favor of giving more to
the soldiers. I believe in helping those who need help rather
than those who can get along without it.

. Mr. JOHNSON of Washington. How are we going to raise
the money?

Mr. LANGLEY. That raises the point to which I am going
to address myself in a minute. I may say now, in reply to the
gentleman, that, so far as the naval program is concerned, I
think it will make very little, if any, difference to the country,
in view of present conditions, as to just how many years we
lake to complete the program already authorized, but it will
make n great deal of difference to the people, in view of the
stress under which they are now laboring, as to whether we
try to raise hundreds of millions of the money now or string
the completion of the program out for several years, and thus
avoid increasing the burden now, which the people, in my judg-
ment, can not stand at this time.

The suggestion has been made that this naval appropriation
is needed for bluffing purposes. Gentlemen, this is too serious
a matter to bluff about. To gamble legitimately with the peo-
ple’s money, hard pressed as they are now, is bad enough, but
to bluff with it is monstrous. The gentleman from Texas was
right. If we go ahead with these reckless expenditures we will
commit a double crime—we will not only purloin the golden
egg but kill the goose that laid it.

The gentleman from Washington raised a very pertinent and
very important question, and it has also been raised by other
gentlemen in the same connection. I do not claim to be an ex-
pert on this tax question. Indeed, I have tried several times
without success to fill out one of the blanks, and I doubt very
much whether there is a single Member of this House, the Ways
and Means Committee included, who eould fill out one of them
without making some mistakes. But if I had my way about it,
I will tell you what I would do. T would reenact the tax

law of October, 1917, with such aAmendwents as would pre-
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vent diseriminations that have been eited in this debale, and
particularly by the gentleman from North Carolina [Mr.
Krrcmix}, and strike out the balance of this pending bill, ex-
cept the provisions to which I have referred with approval.
Experts who have made a thorough study of the question say
that this reenactment of the act of 1917 would, with the in-
creased earnings of the current year, raise something over
$4,000,000,000. That would save the people for the present from
all of the added burdens of the pending bill, and if a little later
on it should develop that the Government needs more money to
meet its just and necessary obligations, we could then devise
some way to raise it. .We have shown since we entered this
war that the American Congress ean do that very quickly when
there is need for it to be done. Let us give the people a little
chance to save a few dollars instead of taking all they have
made and thus destroy their initiative and enterprise. Let us
consider the people’s side of it a little. I tell you, gentlemen,
they are not only astomished but they are stunned by the ap-
palling propositions embodied in this bill, and the deepening
shadows of despair are gathering over them. [Applause.] I
for one am in favor of heeding their appeals instead of increas-
ing their distress. I am talking now not about men with im-
mense incomes, who will never feel if, but I have in mind the
average man and the average family. They are the ones who
are going to feel this burden the most. And, gentlemen, while
I am on that subject, let me make this further observation:
Bven if I knew that the adoption of my suggestion for the
amendment and reenactment of the 1917 tax law wounld not
raise all the money that the Government needs now, I would
still stick to the proposition. These vast expenditures are the
result of a war in which we entered for the preservation of
republican government and civilization, and for the protection of
humanity in general. What we accomplished in this war will
inure more to the benefit of future generations in Ameriea than
to the present generation.

I do mot think that the people of this day should do all ihe
fighting and endure all the suffering and bear the bulk of the
financial burden. We have issued & good many bonds already,
it is true, and authorized the issuance of more, but before I
would paralyze business and oppress the people, as this new tax
bill will do, I would authorize the issuance of still more long-
time bonds, and let the future generations pay the mest of the
expense, because they will get the most of the benefit.

Mr, BANKHEAD. WIll the gentleman yield to me for a ques-
tion?

Mr, LANGLEY. I would be delighted to yield to my old friend
aml schoolmate if I had the time. > .

Mr. Speaker, I see that my time is about up, and se I will
have to let these few remarks go in the Recokp and avail myself
of the privilege grauted me to extend in the Recorp on this sub-
jeet at a Inter date. Permit me to suggest, in conclusion, that
there is still anether remedy for the situation, which, in my
judgment, is sherily to be applied by the people of the country
themselves. Let the Republican Party take eharge of the affairs
of this couniry. [Applause.] Unless I greatly misinterpret the
temper of the American people they are growing weary of so
much theoretical, schoolmaster govermment. [Applause.] They
are sick and tired of the way in which their money is being
recklessly scattered arvound, like autumn leaves, by the billions,
They are longing for a return of the good old days of Republi-
can management [applause]; for more of the old-time religion
of the fathers of the Republic; for more Americanism, and less
chasing of the chimerical will-o™-the-wisp ef world demoecracy ;
for the reestablishment of the old, time-honored doctrine of
protection to American industries and American labor. [Ap-
plause.] And they are demanding, too, that their boys be per-
mitted to return home, so that they may enjoy their due share
of the era of happiness and prosperity that will come with Re-
publican rule and Republican legislation. [Applause.] May
‘the good Lord hasten the day. [Applause.]
| The SPEAKER pro tempore, The question is on agreeing to
ihe conference report.
| Mr. HENRY T. RAINEY. Myr. Speaker, I yield 15 minutes
io the gentleman from Mississippi [Mr. VExaBLE].

Mr. VENABLIE. DMr, Speaker and gentlemen of the House, I
am placed in a very peculinr attitude by virtue of what I con-
gider a viclous practice of appending to unrelated bills various
matters of legisiation that should be considered alone. Tn this
bill as amended by the Senate we find a provision that If any
ffactory in the country employs any child under 14 years of
nge, or between the ages of 14 and 15 employs children who
shall be worked over eight hours a day, or before 6 o'clock in
the morning or after 7 o'clock in the afternoon, that factory
shall be taxed 10 per ecent of its net profits. I believe that
this provision is uncenstitutional. I remember that when I
became a Member of this House I, in company with you, beforg

this desk, was called upon to hold up my right hand and ask
the Deity to withdraw from me all of His blessings if T should
fail to defend the Constitution against its enemies, both do-
mestie and foreign. And I am placed in the situation where I
must either vote down this conference report, which otherwise
I would vote for, or foreswear myself; and in that situation
there is only one thing that I can do, and that is to vote down
the report and seek to have the obnoxious features stricken
from it.

I know that it is said, vpon the authority of ihe oleomarga-
rine case, the phosphorus match cases, and others, that the
courts of the eountry will never, a power being granted to
exist, inquire as to the motive for the exercise of that power.
But before this Congress the question is not what the Supreme
Court will decide, but the guestion is whether, as a matter of
fact, our intended vote is a violation of the Constitution, whieh
we have sworn to defend. Of eourse, it is a rule, and a good
rule—and I am not quarreling with the decisions in those
cases—that the eourts of the country will not, where the enaet-
ment of Congress is consistent with a due performance of duty,
put a construction upon those aets making them inconsistent
with duty; but where the act itself can be construed as being
a performance of a just power of the Congress, the courts,
through a just comity, will indulge the presumption that Con-
gress acted from righteouns motives, and will sustain the legis-
Intive enaectment.

But it has never been held, and I trust never will be held,
where an enactment of Congress is inherently violative of the
fundamental law and destructive of our form of government
that the courts of the land will not construe that enactment as
violative of the fundamental law through any idea of comity
or sensitiveness in dealing with a correlative branch of the
Government.

But be the powers of the court as they may, this Congress
can not delegate to the Supreme Court of the United States the
keeping of its conscience. This Congress can not hold up its
hands and swear to defend the Constitution of the country and
then vote for a measure that it believes to be unconstitutional
on the theory that perhaps the court will be more observant of
its duty and its oath than the membership of this House.

Mr. BAER. Mr. Speaker, will the gentleman yield?

Mr. VENABLE. Ina moment. The duty is personal, and the
oath is personal; and I contend that this enactment under the
guise of exercising the taxing power of the United Stafes is
simply another effort to exercise a power which the Federal
Government has never had, which was sought to be exercised
under the power of regulating commeree, and which has already
been declared unconstitutional by the courts.

I do not care a baubee whether men believe in a written con-
stitution or not, whether they say that this Government was
wisely or unwisely founded. We have a written Coustitution,
and every man in taking his oath takes his oath that he will
defend it and observe it.

Now, what is the act? The act specifically provides that—
any mill, ea Wor] factory, or manufacturing establishment
sitmated in the United States in which children under the age of 14

have been employed or permitted to work, or children between
ages of 14 and 16 have been employed or permitted to work more
eight hours in any day or more six days in any week, or after
e Guetie axoy pow i of (Ao Tactbin uAs, SOMIt Doy Tor ek
taxahle year, in tion to all other taxes tmmr’ by lnp:'.' an excise
alent to 10 per cent of the entire profits received or ac-
crued for such year from the sale or dispesition of the uet of such
mine, quarry, mill, eannery, workshop, factory, or ma cturing estab-
lishment.

The States of the Union, when they formed the Union under
the Constitution, as has been decided in a thousand decisions,
never gave to the National Government the so-called police
powers ; the right to legislate on the safety, health, comfort, and
morals of the citizen. The founders of this Government in
their wisdom wrote it in the Constitution that as regards those
Iaws which affect men in their health, their comfort, their
safety, and thelr morals, they shall be governed and ruled, if
you please, by men selected by them; by men who lived under
the local conditions and understood them. Fearful of a con-
centration of all these powers under one government, where
necessarily the only practical way was to govern them through
bureaus and burean ehiefs, it has been decided a thousand times
by the Supreme Court that the National Government has no
police power. 'The Supreme Court has said that the commerce
clause of the Constitution shall not be used as a gnise to filch
away from the States powers which were never granted by the
States. When that effort failed under the taxing power it is
sought to do the thing by indirection which was prohibited by
direction.

But what is the provision? T contend that on its very face
it shows it is unconstitutional; that on its face it is not an
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exercise of the taxing power in good faith, but it is a subter-
fuge to exercise police powers that were never granted to the
Federal Government.

Mr. LAZARO. Mr. Speaker, will the gentleman yield right
there?

Mr. VENABLE. Yes, sir.

Mr. LAZARO. As I understand the gentleman, he is opposed
to legislation by riders?

Mr. VENABLE. Yes; and I am opposed to ithe exercise of
police powers by the Federal Government, because no such
powers were ever granted to it.

Mr. LAZARO. What does the gentleman think of the * bone-
(ry " amendment attached to this measure over there in, the
Senate?

Mr. VENABLE. On the question of riders, I am opposed to
riders on unrelated bills.

Mr. LAZARO. I know; but I am asking the gentleman what
does he think about the “bone-dry” amendment attached to.
this bill as a rider?

Mr. VENABLE, Inherently I favor it on its merits, just as
I favor a child-labor law on its merits. I am in favor of child-
labor regulation.

Mr. GOODWIN of Arkansas.
yield?

. Mr. VENABLE. Pardon me. I have a certain amount of
ground that I wish to cover, and when I shall have covered it I
shall be glad to yield if I have the time.

Now, what is this provision? It does not undertake to tax
the products of child labor, but it. taxes the act of employment
of children. It says you may employ as many children as you
please, unless you employ them under certain conditions. It
taxes not only the profits earned by the labor of the children,
but it taxes the profits earned by the labor of the adults also
who are associated with the children in production. If it was
an effort to levy a tax upon a product it would tax the product
of the child labor. But it taxes not the product of child labor
or the profits earned by child labor, but the profits earned by
the entire establishment. It imposes the same tax whether the
violation is great or small. It says to the man who operates a
factory, “If you work a child 3 minufes before 6 o’clock in
the morning I will tax you just as much as if you worked a
thousand children.,” Would a revenue bill designed to get reve-
nue adopt such provisions as that?

Mr. Speaker, will the gentleman

AMr. IGOE. Will the gentleman yield for a question?
Mr, VENABLE. Yes.
AMr. IGOE. On the fundamental question as to the constitu-

tional right to enact this legislation, can the gentleman see any
great fundamental difference between this and the cotton legis-
lation that we passed sometime ago?

Mr. VENABLE. What was that?

Mr. IGOE. The regulation of cotton coniracts for future de-
livery, grading of cotton, and so forth.

Mr. VENABLE. I donot know. I was not in Congress when
you passed the cotton grading act.

Mr. WINGO. That proposed a specific tax.

Mr. VENABLE. Yes; and in every one of these cases hereto-
fore you have taxed a specific article of a specific kind. You
may have used certain descriptive matter, as in the oleomar-
garine act, where you said oleomargarine which had an artificial
coloring in it should be taxed, but you have always taxed the
specifie article, and I understand this is the first time where youn
have undertaken to tax not an article but an act.,

Mr, GOODWIN of Arkansas. Will the gentleman yield?

Mr. VENABLE. Yes.

Mr. GOODWIN of Arkanzas. The gentleman said awhile
ago, and said correctly, too, that the Supreme Court had de-
cided, possibly a thousand times, that the States did not surren-
der their police powers to the Federal Government when the
Federal Constitution was adopted.

Mr, VENABLE. That is true.

Mr. GOODWIN of Arkansas. That the States still hold such
POWErs.

Mr. VENABLE. The powers not granted to the Federal
Government are reserved to the States.

Mr. GOODWIN of Arkansas. Yes; and that such things as
men’s habits and the public health——

Mr. VENABLE. All the police powers are reserved to the
States, 5

Mr. GOODWIN of Arkansas. But the genileman's position
on the submission of the national prohibition amendment——

Alr. VENABLE. That invelves no question of constitution-
ality, because the very Constitution itself provides a method
for its amendment. That was a case of amending the Constl-
tution, not of violating it.

The people themselves in their Constitution inserted a pro-
Xlsion that they could adopt any amendment, wise or otheryiseg,

if the Jegislatures of a certain number of the States ratified it
They could say, “We declare as a fundamental constitutional
truth that the moon is made of green cheese ” if they wanted to
do so. Iam not talking about the wisdom of amending the Con-
stitution. I am talking about its violation and the exercise by
this Congress of powers that were never given to it.

Mr, EMERSON. Will the gentleman yield?

Mr, VENABLE. Yes.

The SPEAKER. The time of the gentleman hag expired.

Mr. VENABLE. May I have five minutes more?

Mr. HENRY T. RAINEY. I yield five minutes,

Mr. VENABLE. I hope the gentleman from Ohio will pardon
me. I have not time to yield. What is the practical effect of
such legislation? If you enter upon the business of taking the
police powers away from the States under the guise of taxation,
there is nothing in the world that you can not regulate in that
way. You can completely socialize the entire Government in
a year. You can make a socialist State of this Government in
a term of Congress. Every object good in itself would have its
supporters. We can conceive that machinery should be
guarded, and hence we could tax the products of all factories
where the machinery was unguarded, imposing a tax of 100
per cent, and force the adoption of mechanical safeguards, and
establishing at the same time a gigantic bureau to look after
that, having the people ruled by men they never selected, not
answerable to them but appointed by a man a thousand miles
away. In the same manner we could regulate the working
of women. Yea, more than that, we could fix a minimum wage
scale, and say that unless the laborers in field and factory re<
ceived a certain minimum wage, the product of their labor
should be taxed at such a rate as practically to compel the pay+
ment of the minimum wage. t

Mr. LAZARO and Mr, WALSH rose. {

Mr. VENABLE. I hope gentlemen will pardon me. I have
not time to yield. These objects may be good in themselves;
but the people of the United States have said in their funda-
wental law that as far as these subject matters are concerned
they propose to keep that part of the Government close to the
people. The power to enact such laws is reserved to the people
of the States, and has never been granted the Federal Govern-
ment. : |

We propose to be ruled over—if you eall it ruling—or served
by men selected by us, by men answerable to us, by men who live
in communities and know the conditions, by men who, if they
do not do right, are under your observation, while this proposal is
that you transfer all these reserved police powers to the Federal
Government, that you regulate everything from Washington,
with the result of the establishment of national bureaus, clothed
with diseretionary powers, in order to adopt regulations suitable
to varying local conditions, with the result that from Washington
will issue edicts of bureaucrats not elected by the people, not
answerable to the people, but appointed by another authority,
with ail the inherent expense and tyranny that is naturally
inherent in a bureaucratic government.

Mr. LAZARO. Will the gentleman yield?

Mr. VENABLE. Yes.

Mr. LAZARO. The gentleman stated that he was in favor of
the Reed bone-dry amendment.

Mr, VENABLE. On its merits. :

Mr. LAZARO. Does the gentleman think that was done in a
constitutional way in the District of Columbia?

Mr. VENABLE. I think so; I think the trade in interstate
commerce, as far as whisky is concerned, is sui generis. That
is the principle of law decided by the Supreme Court of the
United States. For years they have held that whisky is of such
a character and nature that the ordinary property guaranties
did not apply to it, and the power of legislation in it was practi-
cally plenary. :

Mr. EMERSON, Will the gentleman yield?

Mr. VENABLE. Yes,

Mr. EMERSON. Why should we be leld to the Constitution
when the Supreme Court sometimes changes its mind?

Mr. VENABLE. Because you swore to do it.

Mr, EMERSON. And they also swore to do it.

Mr. VENABLE. They try to do it.

Mr. EMERSON., The Supreme Court sometimes changes its
mind on a constitutional question and sometimes divides on a
constitutional question.

Mr. VENABLE, The gentleman can vote as his conscience
tells him to and let them take care of theirs. .

Mr, EMERSON. That is what we do. :

Mr. VENABLHE. If you differ with me, well and good; but

as I understand your position it is that becaunse we have a
Supreme Court to pass on constitutional questions that relieves
us of the obligation of doing it individually.
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Mr. EMERSON., A former Member of this House, elected to
the next Congress, decided that the espionage act was unconsti-
tutional and now he goes to jail.

Mr. VENABLE. That comes purely from the necessary oper-
ation of law. Having decided it wrongfully, he suffers the pen-
alty. He has my sympathy, although I admire his honesfy if he
avas honest. But a man can not come here, if there still remains
in this Congress a belief in Deity, and invoke the Deity o with-
draw from him all His blessings if he fails to defend and observe
the Constitution as against all enemies and shift that personal
responsibility because there happens to be a judicial tribunal
before whom the question can be eventually brought. [Ap-
plause.]

Mr. HENRY T. RAINEY. AMr. Speaker, I yield five minutes

to the gentleman from Ohio [Mr. Garp].
. Mr. GARD. Mr. Speaker, when the résumé of this bill of
private assessment shall have been finglly determined, in my
mind there will one thing be considered as establishing a great
forward step by the American people, and that is the enactment
in it of a proper child-labor law, because I believe implicitly
as a permanent governmental principle that of which the gentle-
man from Mississippi [Mr. VExasre] complains. The language
in this amendment provides that a child of tender years shall
not work in a mine or quarry, or shall not work in a public
cannery or workshop or factory; and that is deterrent to one
avho deliberately assaults public life—because that is what it
is, it is an assault on the public life—when he deliberately seeks
{o exploit the labor of children and to distort and ruin their
ives.

I agree in general with what the gentleman from Mississippi
gaid about legislation by riders, but this is a matter of proper
legislation by rider. But very recently the Supreme Court of
the United States passed upon a separate bill in the case of
Hammer against Dagenhart, the case involving the applieation
of child labor in so far as it prohibited the transportation in
interstate commerce of goods made by child labor.

This separate measure which was coustrued by the Supreme

Court was presented to this House, if I recall correctly, by the
gentleman from Colorado [Mr. Kearing]. It was declared to
be unconstitutional by the Supreme Court of the United States,
1 B0 that now we face not a question of unconstitutionality, but we
face, as the gentleman from Mississippi [Mr. VENABLE] says,
ihe question of voting as our consciences demand. As we Tace
ihe world, we are to vote now not on the question of what the
Supreme Court will say, because the Congress has the right to
enact this legislation, but we vote as our consciences dictate,
and my conscience dictates that I vote for the salvation of
American childhood. [Applause.]
| There has never been a stronger statement made in a judi-
cial decision than that made by Mr. Justice Holmes in his
wninority opinion in the case already cited, wherein he said that
* the public policy of the United States is shaped with a view to
ihe benefit of the Nation as a-whole.” There is an enunciation
{rom the highest court of the land that the United States is a
Union of States, and that the benefit of the Nation is for its
benefit as a whole. In the same opinion he says:
| PBut if there is any matter upon which civilized countries have
agreed, it is the evil of premature and excessive child labor.
{ The gentleman from Mississippi
+ Mr, VENABLE. Mr. Speaker, I am sure the gentleman from
Ohio does not want to convey the idea that I had one thing in
mind when I had another. I referred to the conscience of a
Member as to his conclusion on the constitutionality of this
matter, and not to the merits of child labor. e all agree that
it is an outrageous wrong to abuse the child in a factory, but
it is simply a question of how the matter shall be regulated, and
the power of Congress to do it. On the merits of the proposition
the gentleman and I are in full accord.

Mr. GARD. Mr. Speaker, I am very glad that the gentleman
is in full accord with me on the great subject of child labor,
and I am sure that he must be in full accord with me upon.that
which is presented in this bill, because there is absolutely no
question here but that the legislation which is being enacted in
ihis revenue bill is entirely within the power of this legislative
Dbody to enact. When it is said, as it is in this provision, that
the greatest evil to civilized countries is the evil of premature
and excessive child labor, then I say that this form of legisla-
tion—proper as it is—is responsive to the demands of humanity,
and builds through strong men and women of the future for the
security of our great Republic,

The SPEAKER. The time of the gentleman from Ohio has
expired.

By unanimous consent, Mr. Garp was given leave to extend
his remarks in the REcorp,

Mr. HENRY T, RAINEY. Mr. Speaker, I yield 15 minutes to
the gentleman from Mississippi [Mr. HumMPHREYS].

Mr. HUMPHREYS. Mr. Speaker, the gentleman from Ohio
[Mr. Garp], although seeming to read from the opinion “ of the
highest court in the land,” did not, as a matter of fact, read
from the opinion of that court. He read from the dissenting
opinion of a justice sitting upon the bench of the Supreme
Court, which opinion the court, in the very case at bar, de-
clared was not the opinion of the highest court in the land.
It was the opinion of a very able lawyer, but it is not the
opinion of the Supreme Court.

Mr. GOODWIN of Arkansas. Mr. Speaker, the gentleman
means io say that that was a dissenting opinion by Mr. Justice
Holmes? .

Mr. HUMPHREYS. The dissenting opinion by Mr. Justice
Holmes. A gentleman on the Democratie side of the House o
few moments ago asked a question of my colleague who was
addressing the House as to the * fundamental principle ” in the
cotton-exchange tax, which brings a thought to my mind. I
believe it is in order under the rules still to refer to the Demo-
cratic platform. The Democratic Party has elected two men
to the Presidency within the past sixty-odd years, and only
two. Each of those men was elected on a platform which con-
tained this declaration—and I took those declarations so se-
riously and quoted them so frequently that it is not necessary
for me to rvefer to the iext. I can quote them from memory,
for T remember it very well. That declaration ig that “it is a
fundamental prineiple of the Democratic Party "—not n passing
fancy, mark you, not a paramount issue, not “ molasses to
cateh flies.” bhut—

It is o fundamental prineiple of the Democratic Party that the Fed-
eral Government has no constitutional power to levy taxes, except for
the purpose of revenue only.

Upon that platform a few years igo we nominated Mr. Wood-
row Wilson for President of the United States, and in accepting
the nomination, speaking to this particular plank, he used this
lnnguage:

Our own clear conviction, ns Democratg, is that in the last analysis
the only safe and legitimate object of tariff duties, as of taxes of every
other kind, is to raise revenue for the support of the Government,

Mr. COOPER of Wisconsin. Mr. Speaker, will the gentleman
yield? :

Mr. HUMPHREYS. Well, T shall submit, although I do not
think this is a matter in which the gentleman from Wisconsin
is concerned. I was talking ubout n Democratic doctrine.
[Laughter.]

Mr. COOPER of Wisconsin.
that is all.

The SPEAKER. Does the gentleman yield or not?

Mr. HUMPHREYS. T yield.

Mr, COOPER of Wisconsin. The gentleman says the only
legitimate object of taxation is to raise revenue.

Mr. HUMPHREYS. That is what the gentleman who accepted
the nomination for the Presidency on the Democratic ticket said.

Mr. COOPER of Wisconsin. The gentleman from Mississippi,
of course, knows well that Congress voted a tax of 10 per cent
on State bank issues ostensibly to raise revenue, but everybody
knew it was for no such purpose.

Mr. HUMPHREYS. It was not—— L

Mr. COOPER of Wisconsin., But that it was to extinguish
the issues of State banks, and that was held to be constitutional
by the Supreme Court of the United States.

Mr. HUMPHREYS. It was not *“ a safe or legitimate object *”
of taxation, Congress has the constitutional power to levy taxes
on the issues of State banks, on oleomargarine, or white phos-
phorus matches, of course, and if all the children engaged in
labor in the United States were engaged in the manufacture of
cravats Congress would have the power to levy a tax on the
manufacture of cravats so high that it would destroy the busi-
ness, but the Supreme Court has never gone beyond this and
never will go beyond it, that in levying taxes the Federal Gov-
ernment can not go beyond the scope of Federal authority to
seek its object of taxation. It never has said more than that.
Oh, we all know the case of McCulloch against Maryland,
quoted so offen in this House, but I will refer to that once
more. It is the fundamental case on taxation and the power
to tax. The opinion was delivered by John Marshall, perhaps
the greatest judge who ever presided over any court in all the
history of the world, and in determining the power of taxation
he said this:

1t may be objected to this definition that the
not confined to the people and property of a State.

I
cised upon every object brought within its jurisdiction.
But to what source do we trace this right?

I want just to ask one question;

ower of taxation is
t may be exer-
This is true.




3032

CONGRESSIONAL RECORD—HOUSE.

FEBRUARY 8,

Now, listen to this:

It is obvious that it is an incident of sovereignty and is coextensive
with that to which it is an incident. All subjects over which the sov-
erelgn power of n State extends are objects of taxation: but those
over which it does mot extend are, upon the soundest princlpies, ex-
e:‘ligt ttl:om taxation. This proposition may almost be prenouneed self-
L en

Now, is this a subject over which the scope of Federal au-
thority extends? We do not have to speculate on that. The
Supreme Court a very short while ago, from the dissenting
opinion in which case the gentleman from Ohio quoted, not from
the opinion of the court, said this:

We have neither authority nor disposition to question the motives of
Congress in enacting this legislation. The purposes intended must
attained consistently with constitutional limitations and not by an inva-
sion of the powers of the States. This court has no more important
function than that which devolves upon it the obligation to rve in-
wiolate the constitutional limitations upon the exercise of authority,
Federal and State, to the end that each may continue to discharge. har-
moniously with the other, the doties intrusted to it by the Constitution,

In our view the ni effect of this act is, by means of a prohibi-
tlon against the movement in interstate commerce of ordinary commer-
clal commodities, to late the hours of labor of children In factories
and mines within the Btates, a purely State nuthorlt{. Thus the act
in a twofold sense is r t to the Comstitution. [t not only tran-
scends the apthority reefated to Congress over commerce but also ex-
erts a power as to a purely locnl matter to which the Federal authority
does not extend. ‘

Mr. KEATING. Will the gentleman yield there?

Mr. HUMPHREYS. T will

Mr. KEATING. I understood the gentleman to say that that
was from the dissenting opinion.

Mr. HUMPHREYS. The gentleman misunderstood me. The
gentleman from Ohio [Mr. Garp] quoted from the dissenting
opinion, but announced that it was the opinion of “ the highest
court in the land.” I am reading from the opinion of the court.

Mr. KEATING. I misunderstood you.

Mr. HUMPHREYS. The court says what? That this is
¥ purely a local matter to which the Federal authority does not
extend,” and the Supreme Court says if the Federal authority
does not extend to it it is exempt from taxation. So says John
Marshall in MeCulloch against Maryland.

And then there is another old ease with which we are all
fan:iluar—the case of Gibbons against Ogden. In this the court
said:

o wered to tax for rposes
tliE i:x.tlushn!.-‘I purqgmr the State. Shose 21 DRIl X0 ek thin

This is not an open question any further. The court, in the
very recent child-labor decision, says that the regulatlon of the
hours of labor is in the exclusive province of the State, and
-~ that Congress has no power to legislate for that purpose. The
subject matter is not within the scope of Federal sovercignty,
and McCulloch against Maryland says Congress can not levy
a tax upon it because all such objects are exempt from taxation.

“The purpose is in the exclusive province of the State, and
therefore,” says Gibbons against Ogden, “ Congress is without
power to tax it.” Now, I do not regard President Wilson as a
great lawyer, Of course, I would not set his opinion up with
the opinion of John Marshall or with the opinion of the Supreme
Court of the United States, and yet he is, as we all know, one
of the foremost men of all the world, one of the world's great
statesmen, and he was for many years a lecturer on constitu-
tional law in one of the great universities of this country. I
quote from a lecture which he habitually delivered and which
was subsequently published in his book on constitutional gov-
crnment. I quote from his lecture on that subject.

Rteferring to that clause of the Constitution which confers
upon Congress the right to regulate commerce among the sev-
eral States, he says:

Its power is “ to regulaie commerce between the States,” and the
attem now made during every session of Cougress to carry ibe im-
gllm ons of that power beyond the ntmost boundaries of reasonable and

onest inference show that the only limits likely to be observed by
tpflltk'lnnt: are those set by the good sense and conservative temper of
¢ country.

The proposed Federal legislation with re 1 to the regulation of
child laior affords a striking example. If the power to z&&late com-
merce between the States ean be stretched to include the regulation of
labor in mills and facteries, it can be made to embrace every particular
of the imdustrial organization and action of the country. The only
limitations Congress would observe, should the Supreme Conurt assent to
such obvlously absurd extravagancies of interpretation, would be the
limitations of oplnion and of circumstance.

That Is what Woodrow Wilson said as a lecturer on constitu-
tional law to his classes at Princeton.

Mr, LONDON. Will the gentleman yield?

Mr. HUMPHREYS. For a question.

Mr. LONDON. Does the gentleman mean to imply that Presi-
dent Wilson has not learned anything since he wrote that?

Mr. HUMPHREYS, Of course, I have no doubt he has learned
a great deal. He has learned this—that the matter has gone to
the Supreme Court of the United States and the issue squarely
presented, and that the Supreme Court tracked, almost to the

wording itself, the opinion he gave to his class and showed that
as a lecturer upon constitutional law at Princeton his judgment
in this particular matter was entirely accurate and warranted.

Mr. DENISON. Will the gentleman yield?

Mr. HUMPHREYS, 1 yield.

Mr. DENISON. I was going to ask my friend from Missis-
sippi if the President, as a matter of fact, did not change his
mind upon that guestion before the Supreme Court made n
decision ?

Mr. HUMPHREYS. He did; but the Supreme Court thought
the opinion of the lecturer on constitutional government at
Princeton was sounder than the opinion of the President of the
United States subsequently expressed.

Mr. IGOE. I wanted to ask the gentleman if he can dis-
tinguish between the power of Congress to regulate through
the taxing power the dealing in futures and this?

Mr. HUMPHREYS.  Yes; I can. I voted against the tax to
regulate cotton futures. I voted against the tax on the white-
phosphorus matches. So “ let the galled jade wince ; our withers
are unwrung.” 1 have not consciously voted during my long
service in this House to exercise the power of taxation except
for the purpose of raising revenue.

Now, what purpose have we in doing this? Not to raise
revenue. Nobody claims that; and, if the gentleman from Mis-
souri will honor me with his attention, I will endeavor to differ-
entiate this pending proposition from the bank-tax case, the
oleomargarine tax, the cotton-exchange tax, and other similar
cases. No divinity hedges about bank notes, oleomargarine,
phosphorous matches, and so forth. They are all clearly proper
subjects of taxation if the tax, in the opinion of Congress, will
produce revenue wherewith to pay the debts and provide for the
common defense and general welfare. They are all objects
within the scope of Federal sovereignty, and therefore subjects
for taxation, and the Supreme Court in passing upon the consti-
tutionality of these laws refused to inquire into the legislative
purpose. They refused to listen to the stories which were told
them to the effect that Congress had really levied those taxes
for the unconstitutional purpose of destroying the enterprise
taxed.

These were all innocent-looking laws, every one of them pre-
ceded by the deelaration—untrue, to be sure, but nevertheless
there—" in order to provide revenue,” and so forth, “ Be it en«
acted,” and so forth. The court refused to believe or to listen to
any gossip dehors the record that Congress was cheating, and
pointed in justification of their faith in a coordinate branclh
of the Government to the law itself, and there it was—O spirit
of Talleyrand !—* In order to provide revenue,” and so forth.

But we are growing in grace; we are becoming frank; we
have thrown off dissimulation; we write now in the very face
of the law itself: * Tax on employment of child labor.”

Let me read it:

TITLE XIL—TAX ON EMPLOYMENT OF CHILD LABOR.

Sec. 1200, That ev person (other than a bona fide boys' or girls
canning club recogn by the agricultural department of a State and
of the United SBtates) operating (n) any mine or quarry situated im
the United States in which ren under the age of 10 years have
been cmplog«l or permitted to work during any portion of the taxable
year; or (b) any mill, cannery, workshop, factory, or manufacturing
establishment sitpated In the United States in which children under
the age of 14 {enrs have been employed or permitted to work, or chil-
dren between the nges of 14 and 16 have been employed or permitted to
work more than cight in any day or more than six days in any
week, or after the hour of T o'clock post meridian, or before the hour
of G o'clock ante meridian, during an{ portion of the taxable year,
shall pay for each taxable year, in addition to all other taxes im
by law, an excise tax equivalent to 10 per cent of the entire net profits
received or acerued for such year from the sale or dispesition of the
produet of such mine, quarry, mill, eannery, workshop, factory, eor
manufacturing establishment,

There it stamds in all its nakedness, boldly refusing to hide
its shame or its unlawful purpose. No less a personnge than n
member of the Cabinet only a few years ago in almost a passion
of indignation declared on this floor that it was “ a prostitution
of the taxing power.” Yet here it is to look the Supreme Court
straight in the eyes, neither * honest nor legitimate,” according
to the President, yet impudentiy associating with all the other
statutes of the realm and brazenly claiming the right of equality
in the soclety of these other lawfully begotten children of our
brain, When the court is told now of this unwarranted attempt
by Congress to usurp the powers of the States they can not
c¢hoose but hear!

Can Congress lay a tax on all marriage ceremonies which are
performed by a Christian minister? Can Congress tax the prod-
ucts of the farm, the factory, or the mine in all States which
do not grant suffrage to women or which prescribe a property
or educational qualification for the voter? Can we tax all
cotton where the farmer permits his hired hands to go to the
field before T o'clock in the morning or remain after 5 in the
afternoon? And if not, why not? The only reason which can
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be assigned against it is that these subjects are not within the
scope of Federal power. The Supreme Court has in this very
latest volume of its printed reports most solemnly and unequive-
cally declared that the employment of child labor is not within
the scope of Federal sovereignty, and yet it is proposed to tax
it. If this is constitutional, so would the other be. No wonder
the court declared: :

That If Congress can thus regulate matters entrusted to local au-
thority * * * all the powers of the States over local matters
may be eliminated, and thus our system of Government be practically
destroyed.

Why should we at this particular time flagrantly violate the
Constitution of the United States? What will it lead to?

The SPEAKER. The time of the gentleman from Mississippi
has expired.

Mr. HUMPHREYS, Can I have five minutes more?

Mr. HENRY T. RAINEY. 1 will yield the gentleman five
minutes.

The SPEAKER.
utes more,

Mr. HUMPHREYS. \Where are you going? This is not the
opinion of a debater in the heat of debate. This is the deliberate
opinion of the Supreme Court. Where do you think we are
golng if you do this? I read from the child-labor decision :

The far-reaching result of upholdlng the act can not be more plainly
indicated than by pointing out that if Congress can thus regulate mat-
ters intrnsted to local authority by prohibition of the movement of
commodities in interstate commerce all freedom of commerce will be at
an end and the powers of the States over local matters may be eliml-
nated, and thus our system of government be practically destroyed.

What is it that makes the lheads of the chancellories of all
Europe rest uneasily on their pillows to-night? What is it that
inspires with fear the liberty-loving peoples of the earth who
believe in a government to protect life, liberty, and property?
What ig it that makes them look to the future now with anxiety ?
It is because on the horizon we see the ugly visage of holshe-
vism rising. To do what? To overturn orderly government in
the world. How can we in this country—I ask you seriously—
how can we in this country expect against this menace of bol-
shevism to maintain our system of government under the law
and under the Constitution if we here now, in response to some
imaginative clamor coming up from the people, do what the
Supreme Court of the United States says we will do—take the
last step toward the destruction of our system of government?

It does occur to me, Mr. Speaker, that in these times those of
us who love orderly government ought to be clasping the Con-
stitution to our hearts tighter than ever before, and in view
of the storm that is threatening us to-day to cling to it as we
would to the Rock of Ages. Under our Constitution this Govern-
ment has grown, as no other country has grown, in physical
power and in righteousness. We have sent our boys abroad to
spread the beneficent light of our stars throughout the world,
that those who love liberty and seek it may find a way. They
have done well ; and when they are returned I for one want to
be able to look them squarely in the face and say to them, “ My
boys, I could not go with you to France and make the sacrifice on
the battle fleld to preserve our system of government. I re-
mained here in the place of high responsibility to which you ap-
pointed me. But while you fought and conquered and won peace
over there, I also kept the faith.” [Applause.]

The SPEAKER. The time of the gentleman from: Missis-
sippi has again expired.

Mr. DICKINSON, Mr, Speaker, I ask unanimous consent to
extend my remarks.

The SPEAKER. The gentleman from Missouri asks unani-
mous consent to extend his remarks. TIs there objection?

There was no objection.

Mr, HENRY T. RAINEY rose.

Mr, MOORE of Pennsylvania.
man from Illinois yield?

Mr. HENRY T. RAINEY., Yes.

Mr. MOORE of Pennsylvania.
speeches on the gentleman's side?

Mr. HENRY T. RAINEY., No.

Mr. MOORE of Pennsylvania. This will be the last?

Mr, HENRY T. RAINEY. Yes, I shall conclude the argu-
ment. I wish to be recognized for 15 minutes, Mr. Speaker.

The SPEAKER. The gentleman from: Illinois is recognized
for 15 minutes.

Mr. HENRY T. RAINEY.

The gentleman is recognized for five min-

Mr. Speaker, will the gentle-

Will there be any further

Mr. Speaker, in concluding the de-

bate on this the greatest revenue bill in the history of nations,
I desire at the outset to pay my tribute to the gentleman whose
name it will bear.

Unswerving honesty, uninfluenced by fulsome flattery or by
virulent eriticism, ability of a high order, with energy and the
hardest kind of work, have characterized the efforts of the gen-

tleman from North Carolina [Mr. Krremix] [applause] ; and I
would be remiss in what I conceive to be my duty if I did not
say of the gentleman from Michigan [Mr. ForpxEY], the ranking
minority member on the committee, that absolute lack of par-
tisanship, a high sense of duty, a devotion to high ideals, and
patriotism of the highest order have characterized throughout
these discussions the efforts of the gentleman from Michigan
[applause], who, I presume, will soon be assigned by the present
minority in this House, soon to become the majority, to a more
important position than he even now occuples.  [Applause.]

And I will say of the conferees on both sides, and of the
members of the Ways and Means Committee, both Republicans
and Democrats, that throughout the strenuous labors, extend-
ing over almost a year of time, whichh have characterized their
efforts in the preparation of this bill and in its passage through
this House, and in its final passage to-day, partisanship has
been forgotten, and only patriotism and a high sense of duty,
have prevailed throughout. And I want to say of these two
young gentlemen, who under the rules of this House are per-
mitted to be here on the floor to-day, Mr, John E. Walker, clerk
of the Committee on Ways mmd Means [applause], and Mr.
Middleton Beaman [applause], the bill-drafting expert fur-
nished to the Congress by Columbia University—and we pay
none of his compensation—I want to say of them that at the
present time they know more about the tariffs and the taxes
imposed and to be imposed by this Congress, and more about the
tariffs and the taxes imposed by other nations, than any other
two men in all the world. [Applause.]

FUTURE TAXIXNG BILLS.

In the brief time in which I shall address the House I want
to discuss not £o much this bill as future bills, because I antici-
pate that, during the life of the Congress so soon to commence,
the same nonpartisan characteristics will prevail as have pre-
vailed during this Congress in the preparation of taxing bills,
We all of us know that there must be a revision of the tariff;
we know it must come in the immediate future; and we know
that when the readjustment of nations occurs tariff readjust-
ments here will be necessary. Our own bill, drawn principally,
to meet German competition, is no longer tenable; and we know
there must be other and different methods adopted for collecting
internal revenue. The time has passed in the history of this
country when taxes can be conecealed, when people ean be per-
suaded that they are not paying taxes, when taxes collected at
our ports and excise taxes are suflicient to run this great Gov-
ernment. From now on through the future years, as long as
any man now living lives, we must collect from systems of in-
ternal taxation alone every year three or four times as much
as we collected from all sources under the old system which
was possible and which prevailed prior to the great war.

THIS BILL WILL BE CRITICIZED,

The bill we are just sending out will meet with most violent
eriticism. Tt levies an enormous burden of taxation, and as the
months pass we will begin to understand that it levies it in a
manner to a very large degree illogical ; but we have been com-
pelled to build upon the foundations ailready existing in drafting
these war measures. We have been compelled to develop the
Civil War method of levying taxes. We have been compelled to
study and to apply to our own conditions methods of levying
taxes adopted in the warring nations; and in obedience to the
clamor throughout the country we have been compelled to reduce
this bill below the amount it carried when it left this House,
We know now that at the conclusion of the present fiscal year
we will have expended during the year for the purpose of carry-
ing on this great Government the enormous sum of $19,000,-
000,000, and we know now that we will be able to get through
this fiscal year with one more bond issue. I agree with the
gentleman from North Carolina [Mr. Krrcmix] in his conclu-
sion that next year—during the fiseal year ending June 30,
1920—it will be necessary for us to raise in some way at least
$10,000,000,000, Whether we shall be required to raise and to
expend more than that amount during the fiscal year ending in
June, 1920, will depend upon how long this House and the Sen-
ate remain in session this summer.

If the House and Senate remain in session, even $10,000,-
000,000 will not pay the bill, because we are compelled to
admit—some of us—that when it comes to expenditures of money
and to demands on the Treasury of the United States, this House
and the other branch also have almost failed to funection.

MUST REVISE RULES.

First of all, we need a revision of the methods of procedure
in this House, some kind of a budget committee with some
powers assigned it, some rules which will prevent amendments
from the floor for reasons purely sentimental which take out
of the Treasury large sums of money and distribute them among
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large numbers of people. We shall be compelled to meet this
condition of affairs in the near future by revising the rules of
this House. And I want to say to the Republicans that when
they present a logical method of revising the rules, and the
changed conditions make it necessary, they will find some of
us on this side, including myself, supporting them most enthu-
siastieally and to the very best of our ability. [Applause.]
TIIREE EIXDS OF INTERNAL-REVENUE TAXES,

I would like to sce, so far as I am concerned, just three
kinds of internal-revenue taxes levied in this country. I would
like to =see taxes on individual incomes, I would like to see taxes
on cstates, and I would like to see excise taxes levied upon
iohaeco. That is all.

We must arrive at some system of levying taxes in this
country of which the people can not complaln that all are not
being treated alike. An income tax answers that sort of con-
dition. An income tax is fair; nobody can be heard to com-
plain. It is graduated all the way up.

Is it not wrong from an economic standpoint to tax industry?
Taxing an industry is like hanging weights on the wheels of
some great, powerful, but easily disturbed machine. We ean
tax the incomes from industry after they. reach individuals.
These industries we are hampering with taxes do not belong
to the men who operate them; they belong to the 100,000,000
people who live here in the United States. The men who
operafe and control them are only the trustees who have charge
of them. It is an awful thing te injure industries with taxes.

The SPEAKER. The time of the gentleman from Illinois has
expired, and all time has expired.

Mr. MANN. Mr. Speaker, I ask unanimous consent that the
gentleman from Illinois have more time.

The SPEAKER. Is there objection?

There was no objection. ;

Mr. HENRY T. RAINEY. We preserve in this bill these
three methods of levying taxes. The estate tax as the years
pass will be apparently more and more necessary. We have at
the present time in the United States I do not know how many
millionaires, developed by this war. When the war started we
had 7,000, the next year we had 10,600, and the next year
17,085, If that ratio of progress, which of course has not been
kept up since we commenced to levy taxes, if that ratio continued
we would have 60,000 at the present time.

It is safe to say, without any expectation of successful contra-
diction, that at the present time we have in the United States
30,000 millionaires, 22,000 of whom have been created by this
war. These inereased estates must be taken ecare of in some way,
We must distribute them by estate taxes upon the death of the
persons who now control them., Some days ago I estimated that
we have at the present time 235,000 millionaires in the United
States. I have reason to believe that estimate was much too
small.

It is an easy malter to distribute estates by this method of
taxing them ; I do not care whether it is done by the States or by
ihe National Government. I know the Siates will not do it
unless the National Government does do it. They have been try-
ing, some of them, to levy taxes on inheritances or upon estates
for over 100 years and have accomplished praetically nothing in
that direction, I would like to see at some time in the future a
tax-levied by the National Government upon estates, a high tax,
graduated, highest upon the greatest estates providing for
credits of the amounts levied by the various States., In that
way we will be able to distribute large portions of these large
estates at the death of the persons who eontrol them. If we do
not do it at their death, we wil! find mobs in this country insist-
ingz on doing it while they live, [Applause.]

OUR COMPLICATED TAXING SYSTEM,

The numerous pages of this great revenne bill contain hun-
dreds of carefully drawn but technical and complicated para-
graphs, In our efforts to conceal taxes and make it apparently
easier to pay them, we have inserted paragraphs relating to
amortization, depletion, deductions, normal taxes, flat rafes, war
profits, excess profits, estate faxes, excise taxes, special taxes,
and other complicated and technical paragraphs on other sub-
jects. Under the system I propose our methods can be simplified
s0 that taxpayers will not be compelled to employ experis in
order to make out their schedules.

HOW OUR BYSTEM BURDENS DUSINESS.

In this bill and in all the bills we have passed we impose bur-
densome taxes upon the transaction of business. We tax bonds,
we tax also the original issues of capital stock, eapital-stock
sales, sales of produce on exchanges, drafts or checks payable
not on demand, deeds of conveyance, powers of attorney, passage
tickets (o Canada and Mexico, proxies for voting at meetings of

corporate stockholders, parcel-post packages. In fact, there
does not seem to be any of the ordinary methods of transacting
business which have eseaped.

OUL ILLOGICAL METHODS OF LEVYING TAXES. 1

In this bill we levy a tax on women's hose which cost moro
than $2, while a silk dress may be bought by a millionaire's
wife for $1,000 and escape taxes. We tax men’s shirts which
cost over $3, women's hats which cost more than $15, fans
which cost more than $1, shoes which cost more than £10, men’s
and boys’ caps which cost more than $2, umbrellas which cost
more than $4—all upon the theory that they are luxuries. But
if we tax these articles upon the theory that they are luxuries,
upon what theory do we tax medicines, pills, and tablets when
sold by or for a dealer? Are they luxuries? We tax footh
pastes, perfumes, toilet waters, and halr dyes. Do we do that
upon the theory that they are luxuries? Why should we tax
articles that are sold in a drug store and not tax articles that
are sold in a grocery store? Upon what theory can we tax
automobiles? Are they luxuries? They are considered necossi-
f:liet? at the present time in the rural sections as well as in the

es.

We propose, however, to take all the so-called luxury taxes
out of this bill as soon as it becomes a law by passing through
the Congress a joint resolution—a long step in the direction of
the system I am advocating. )

A METHOD OF SIMPLIFYING TAXES. 1

I propose hereafter to advocate individual income taxes to the
very best of my ability, an income-tax system which contem-
plates taking the taxes entirely off industrial organizations and
off all the instruments used for the transaction of business, a
system which will preserve intact the business of the country
and which will reach the incomes of Individuals only. There
are casy methods by which we can compel corporations to dis-
tribute, when they do not properly distribute, earnings. and
when the money reaches the bank accounts of individuals the
Government can then reach out and take any amount of it
that may be necessary, without interfering with business and
without interfering with the wages of labor. As a matter of
fact, the amount of taxes we will obtain in this bill from any
other source than the sources I have mentioned is almost negli-
gible. According to our estimates we will obtain during the
next fiscal year from taxes on incomes, including individual and
corporate incomes, $4,762,000,000. We will obfain from taxes
on clgars and tobaccos $250,000,000, and from taxes on cstates
$115,000,000, making a total of $5,127,000,000. This leaves n
balance of less than $1,000,000,000 which we obiain from tae
oppressive methods of burdening business and industry whicl I
have been discussing.

A COMMODITIES SALES TAX.

A very small tax, indeed, on sales, to be paid eithier by the
vendor or the vendee, would yield an immense sum of money.
From a tax of this eharacter we could exclude foods and medi-
cines and tax every other transaction. There could be no com-
plaint with reference to this tax that some persons were being
unfairly diseriminated against. It would not bear heavier upon
one business than another business. A wvery light tax indeed,
varying, of course, with the amount of the sales, could he levied
which would produce a billion dollars. A tax of this character
could be expanded indefinitely.

MORE SITOULD PPAY TAXES,

In 1916 out of the 110,000,000 people living then within the
boundaries of continental United States only 437,036 paid in-
come taxes to the National Government, More than that will
pay this year, but not many more. A citizen who does not con-
tribute something, no matter how small, toward the support of
the National Government does not develop that interest in the
affairs of the Government which makes of him the best citizen.
The income-tax exemptions ought to be lowered o a point where
it is profitable to collect, and of course ought to be assessed and
graduated with reference to the ability of the persons taxed
to pay.

Whenever the amount collected is not materially larger than
the amount expended in the collection of it, it is not advisable
to colleet. Our exemptions ean be materially lowered, and we
can obtain in that way in small amounts a tremendous revenue,
and we ean add some millions of taxpayers to the very small
number who now pay taxes, and in that way we can incerease
the number of stockholders in this great Governmnent of ours—
who will be interested in its affairs and anxious for the sucecess
of our form of Government. At the present time we have less

than 500,000 stockholders in the enterprise of carrying on this
great Governinent,
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OUR INCREASING NATIONAL EXPENDITURES.

It is going to take more money than ever to provide for the
necessities of the National Government. If we supply a reason-
able sinking fund with which to retire our bonded indebtedness,
the tax for that purpose, together with the interest on our bonded
indebtedness, will soon mean an annual expenditure of $1,-
600,000,000—nearly twice the amount of our entire national
expenditures a few years ago—and there must be added to this
very large amount all the expense of conducting this Govern-
ment, including the expenses of our Army and Navy and any
public improvements Congress may authorize.

For the next 25 years we can not expect a national annual ex-
penditure much less than $4,000,000,000, and we may as well
et ready for it with a logical taxing system. We can not expect
much revenue at our ports. As compared with our tremendous
national expenditures, the revenue we can get at our ports will
be almost negligible. The gystem which appeals to me on ac-
count of its simplicity, and the system we ought to speedily de-
velop, ought to include only individual taxes, excise taxes on
tobaccos, estate taxes, and the amount we can get at our ports
out of taxes levied for revenue only. Whenever we release
business from the burdens we have been placing upon it and
establish the very simple system which I have suggested, we
can enter upon an era of prosperity unparalleled in the history
of nations, and we will be able to retain the position in the sun
which by right belongs to us through the centuries to come.
[Applause.]

Mr. VENABLE. Mr., Speaker—

The SPEAKER. For what purpose does the gentleman rise?

Mr. VENABLE. I rise to make a motion to recommit,

The SPEAKER. The Clerk will report it.

The Clerk read as follows:

Motion to recommit by Mr. VexasrLe: “ I move to recommit the con-
ference report to the committee of conference with instruetions to the
manng%n on the part of the llouse to disagree to Senate amendment
;-Lo ﬁt ;, and that they further insist on the disagreement of the House
ereto.

AMr. KITCHIN. On that, Mr. Speaker, and on the conference
report I demand the previous question.

The previous question was ordered.

The question was taken; and on a division (demanded by Mr.
Hospeareys) there were 15 ayes and 171 noes.

So the motion to recommniit was lost,

The SPEAKER. The question now is on agreeing to the con-
ference report.

Alr. KITCHIN and Mr. GARNER asked for the yeas and nays.

The yeas and nays were ordered.

The guestion was taken; and there were—yens 312, nays 11,
answered * present” 13, not voting 93, as follows:

YEAS—312,
Alexander Copley French Johnsen, Ky.
Anderson Cramton Fuller, 111, Johnson, Wash,
Anthony Crisp Gandy Jones
Ashbrook Crosser Gard Juul
Aswell Currie, Mich. Garland Kearns
Austin Curry, Cal. Garner Keating
Ayres Dale Garrett, Tenn. Kehoe
Racr Dallinger Garrett, Tex. Kelly, Pa,
Hankhead Darrow Glynn Kennedy, Jowa
Barkley Davis Good Kennedy, R, L
Barnhart Decker Goodwin, Ark. Kettoer
Beakes Dempsey Gordon Kiess, Pa
Bell Denison Graham, I11. Kincheloe
Beshlin Denton Gray, Ala. Kingu
Hlack Dewalt Green, Towa Kinkaiad
Hland, Va, Dickinson Greene, Mass, Kitchin
Rlanton Dill Greene, Vt. Knutson
Bowers Dillon Grej Kraus .
Brand Dixon Griflin Lampert
Rrodbeck Dominick Hadley Larsen
Browne Dooling Hamilton, Mich, Lazaro
Browning Doolittie Hamlin Lea, Cal.
Burnett Doughten Hard Lee, Ga.
Burroughs Dowell Harrison, Miss. Leblbach
Butler Dunn Harrison, Va. Lesher
Ryrnes, 8, C. Dupré Haskell Lever
Byrns, Tenn. Eagan Iastings Little
Calidwell Eagle Haugen Lobeck
Campbell, Kans. Edmonds Hawley London
Campbell, Pa, Elliott Hayes Lonergan
Candler, Miss, Ellsworth Hetlin Longworth
Cannon Elston Hensley Lufkin
Cantrill Esch Hersey Lunn
caraway Falrehild, B, L.  Hicks MecArthur
Carter, Mass. Fairchild, G. W. Holland MeClintie
Carter, Okla. Fairfield Hollingsworth MeCormick
Chandler, Okla. Farr Houston McFadden
Clark, I'a. Ferris Howard McKenzie
Classon Fields Huddleston MeKeown
Cleary Fisher Hull, Towa McLaughlin, Mich,
Colller o Hull, Tenn. MecLaughlin, Pa,
Connally, Tex. Focht Hutchinson Madden
Connelly, Kans. Fordney Zoe Magee
Cooper, Ohio Foss Ireland Maher
Cooper, W. Va, Foster Jacoway Mann
Cooper, Wis, Freeman James Mansfield

Mapes Purnell Shouse Tinkham
Martin in Siegel Towner
Mason ale Hims Treadway
Mays Ralney, H. T. Sinnott Vare
Merritt- Rainey, J. W. Slemp Vestal
Miller, Wash Raker Sloan Vinson
Mondell Ramseyer Bmall Voigt
Moon Randail Smith, Idaho Volstead
Moore, Pa Rankin Smith, Mich. Walsh

oores, Ind, Reavis Smith, C. B, Walton
Morgan Reed Bmith, T. F. Wason
Morin Riordan Snell Watkins
Mott Roberts Snook Watson, Pa.
Mudd Robinson Stafforad Woeaver
Nelson, A. P Rodenberg ¢ Steagall ebb
Nelson, J. M Rogers At Btedman Welling
Nicholls, 8. C Romjue Stecle Wel
Nichals, Mich Ronse Steenerson Whaley
Olddeld, Rubey Btephens, Nebr.  Wheeler
Oliver, Ala Rucker Sterling White, Ae.
Oliver, 2 Sabath Stiness Williams

ney Sanders, Ind Sullivan Wilson, 111
Osborne Banders, La Sumners Wilson, La
O'Shaunessy Sanders, N, Y. Sweet ilson, Tex,
Overmyer SBanford witeer Wingo
Overstreet Saunders, Va. Tayler, Colo. Winslow
Padgett £ 1 Temple ood, Ind
Parker, N, J. Heott, Towa Thomas Woods, Iowa
Parker, N. Y. Scott, Mich, Thompson o0dy
Peters Shackleford Tillman Wright
Phelan Shallenberger Tilson Young, N. Dak,
Polk Sherwood Timberlake Young, Tex.

NAYS—I11.
Blackmon Humphreys Rayburn Stephens, Misst
ies Langley Sells Venable
Dyer Powers Sisson
ANSBWERED “ PRESENT "—13,
Buchanan Gallagher Miller, Minn. Tague
Carlin Gallivan Neely
Cary llayden Pou
Emerson Kelley, Mich, Ramsey
NOT YOTING—93.

Almon Prukker Husted Rowe
Bacharach Essen Johnson, 8. Dak. Rowland
Benson Estopinal Kahn Hussell
Bireh Evans Key, Ohio Seully
Bland, Ind. Fess Krelder Sears
Booher Flynn La Follette Sherley
Borland Francis Latuardia Blayden
Britten ‘rear Linthicum Snyder
Brumbacgh Fuller, Mass, Littlepage Htevenson
Carew Glllett Lunieen
Chandler, N. Y. Godwin, N. C, MeAndrews Swift

urch . Goodall Medulloch Taylor, Ark.
Clark, Fla. (ould McKinley Tmm;l}gm
Claypool Graham, Pa, MeLemore Van Dyke
Coady Gray, N. J. Montague Waldow
Costello Griest Nolan Walker
Cox Hamill Norton Ward
Crago Hamilton, N. Y. Paige Watson, Va.
Davey Heaton Par White, Ohio
Delaney Heintz Platt Wise
Dent iTelm Porter Zihlman
Donovan Helvering Pratt
Doremus Hillinrd Price
Drane Hood ose

S0 the conference report was agreed to.

The Clerk announced the following pairs:

On this vote:

AMr. MoxTAacUE (for) with Mr, LaGuarpia (against).
Until further notice:

AMr. Cagew with Mr. GOopALL.

Mr. Estorixarn with Mr. EMERsoN. 4
Alr, WarTE of Ohio with Mr. Nortox,

Mr. BroasavcH with Mr, CosTELLO.

Mr. BExsox with Mr. Braxp of Indiana.

Mr. Pou with Mr. BRITTEN.

Mr, BucHANAN with Mr. BACHARACH.

Mr. BooHer with Mr. NoLAN,

. Crark of Florida with Mr. Craco.

. AraroN with Mr. FREAR.

., Cloapy with Mr, Fess. :
. DErAxey with Mr. Furcer of Massachusetts,
. DExT with Mr. Kaax,

Mr, Doxovax with Mr. GrarAM of Pennsylvania,
. Haxrrn with Mr, GRIEST.

. Hera with Mr., HusTED.

. HerLverixg with Mr., KrEmER.

. LixtHICUM with Mr, McCuLrocH.

. LarrieEpAce with Mr, Prarr.

. McAxprews with Mr. PorTER.

. SraypeEx with Mr. McKINLEY,

. Parg with Mr. Rosk.

~, Russect with My, StrRoxG.

Mr, Scuvrry with My, Warn,

. Price with Mr, Swirr.

. Doremws with Mr, Z1HLMAN,

Mr. Sears with Mr. BircH,
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Mr. ROGERS. Mr. Speaker, my colleague, Mr, PAigge, has
been called to Massuchusetts and is unavoidably absent. He is
in favor of the conference report and, if present, would vote
“aye.” =
3 Mr. MILLER of Minnesota. Mr. Speaker, I desire to vote

aye.”

The SPEAKER. Was the gentleman in the Hall listening?

Myr. MILLER of Minnesota. I was not in the Hall; I thought
this was a call of the House.

The SPEAKER. It is not a call of the House.

Mr, MILLER of Minnesota. I was out of the Chamber when
my name was called.

The SPEAKER. The gentleman can not vote except to answer
“ present.”

The name of Mr. Mitrer of Minnesota was called, and he
answered “ Present.”

Mr. SNELL. Mr. Speaker, Messrs. Gourp, RowE, and SNYDER
were called away this afternoon on important business. If they
were here, they would vote “ aye” on this proposition.

Mr. KELLEY of Michigan. Mr. Speaker, I was not in the
room at the time my name was called. If I had been here, I
would have voted *“ aye.”

The result of the vote was announced as above recorded.

On motion of Mr. KircHIN, a motion to reconsider the vote
lt.)yb;vhich the conference report was agreed to was laid on the
able.

LEAVE OF ABSENCE.

Mr. Araon, by unanimous consent, was granted leave of ab-

sgence for to-day on account of illness.
ADJOURN MENT.

Mr. KITCHIN. Mr, Speaker, I move that the House do now
adjourn.

The motion was agreed to; accordingly (at 6 o'clock and 39
minutes p. m.) the House, under its previous order, adjourned to
meet at 3 p. m. Sunday, February 9, 1919.

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of Rule XXIV, executive communications were
taken from the Speaker's table and referred as follows:

1. A letter from the Secretary of the Treasury, transmitting
copy of a communication from the Attorney General submitting
supplemental and deficiency estimates of appropriations re-
quired by the Department of Justice for the fiscal years 1920,
1919, 1918 (H. Doc. No. 1775) ; to the Committee on Appropria-
tions and ordered to be printed.

2. A letter from the Secretary of the Treasury submitting an
estimate of appropriation to enable the Secretary of the Treas-
ury to provide water supply for Cape Charles Quarantine Sta-
tion (H. Doec. No. 1776) ; to the Committee on Appropriations
and ordered to be printed.

3. A letter from the Secretary of the Treasury, transmitting
copy of a communication from the president of the Civil Service
Commission submitting a supplemental estimate of appropria-
tion required by the commission for additional cost of envelopes
for the fiscal year 1919 (H. Doc. No. 1777) ; to the Committee
on Appropriations and ordered to be printed.

, 4. A letter from the Secretary of the Treasury, transmitting
copy of a communication from the Secretary of the Interior sub-
_miiting a supplemental estimate of appropriation for the com-
pletion of the Alaska Railroad (H. Doc. No. 1778) ; to the Com-
mittee on Appropriations and ordered to be printed.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS.

Under clause 2 of Rule XIII, bills and resolutions were sev-
erally reported from committees, delivered to the Clerk, and
referred to the several calendars therein named, as follows:

Mr. CARAWAY, from the Committee on the Judiciary, to
which was referred the bill (8. 2654) providing for the appoint-
ment of two additional distriet judges in the northern district of
the State of 1llinois, reported the same without amendment,
accompanied by a report (No. 1046), which said bill and report
were referred to the Committee of the Whole House on the state
of the Union.

Mr. SLAYDEN, from the Committee on the Library, to which
was referred the joint resclution (S. J. Res. 195) providing for
the filling of a proximate vacancy in the Board of Regents of
the Smithsonian Institution of the class other than Members of
Congress, reported the same without amendment, aecompanied
by a report (No. 1044), which said bill and report were re-
ferred to the House Calendar.

REPORTS OF COMMITTEES ON PRIVATE BILLS AND
RESOLUTIONS.

Under clause 2 of Rule XIII, private bills and resolutions
were severally reported from committees, delivered to the Clerk,
and referred to the Committee of the Whole House, as follows:

Mr. RAKER, from the Committee on the Public Lands, to
which was referred the bill (H. R. 13630) for the relief of the
estate of Christian Hoffman, reported the same with amend-
ment, accompanied by a report (No. 1043), which said bill and
report were referred to the Private Calendar.

Mr. STEPHENS of Mississippi, from the Committee on
Claims, to which was referred the bill (H. R. 12753) for the
relief of Eugene F. Sanguinette, reported the same without
amendment, accompanied by a report (No. 1045), which sald
bill and report were referred to the Private Calendar.

CHANGE OF REFERENCE.

Under clause 2 of Rule XXII, the Committee on Claims was
discharged from the consideration of the bill (H. R. 12790) for
the relief of the heirs of R. F. Graves, jr., and the same was
referred to the Committee on War Claims.

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS.

Under clause 3 of Rule XXII, bills, resolutions, and memorials
were introduced and severally referred as follows:

By Mr. DOUGHTON : A bill (H. R, 15782) providing for the
crection of a publie building at Lenoir, N. C.; to the Committee
on Public Buildings and Grounds.

Also, a bill (H. R. 15783) providing for the purchase of a site
and erection thereon of a public building at Albemarle, N. C.;
to the Committee on Public Buildings and Grounds.

By Mr. EMERSON: A bill (H. R. 15784) to determine the
qualifications for citizenship of alien slackers exempted from,
and aliens who served in, the military or naval service of the
United States under the selective-service act of May 18, 1917 ; to
the Committee on Immigration and Naturalization.

By Mr. FULLER of Illinois: A bill (H. R. 15785) authorizing
the Secretary of War to donate to the village of Somonauk, IIl.,

c¢ne German cannon or fieldpiece; to the Committee on Military

Affairs. A

By Mr. EMERSON: A bill (H.R.15786) to give preference
to soldiers, sailors, marines, and citizens for employment within
the United States of Ameriea ; to the Committee on the Judiciary.

By Mr. KELLY of Pennsylvania: A bill (H. R.15787) pro-
viding for a United States civil-service board of adjustments to
constitute a court of appeals for employees in the classified eivil
service of the United States; to the Committee on Reform in
the Civil Service.

By Mr. HAMILTON of New York: A bill (H. R.15788) to
provide for the purchase of a site for a public building in the
village of Wellsville, N. Y.; to the Committee on Public Build-
ings and Grounds.

By Mr. JOHN W. RAINEY: A bill (H. R.15789) to amend
an act entitled, “An act to regulate and improve the civil service
of the United States,” approved January 16, 1883; to the Com-
mittee on Reform in the Civil Service.

By Mr. RAMSEY : A bill (H, RR. 15790) authorizing the Sec-
retary of War to donate to the town of Belvidere, N. J., one
German cannon or fieldpiece; to the Committee on Military
Affairs.

Also, a bill (H. R.15791) authorizing the Secretary of War
to donate to the borough of Washington, N. J., one German can-
non or fieldpiece; to the Committee on Military Affairs.

By Mr. BACHARACH: A bill (H, R.15792) authorizing the
Secretary of War to donate to the city of Maple Shade, N. J,,
one German cannon or fieldpiece; to the Committec on Military
Affairs.

By Mr. HICKS: A bill (H. RR.15793) authorizing the Secre-
tary of War to donate to the village of Westbury, in the State
of New York, one German cannon or fieldpiece; to the Commit-
tee on Military Affairs.

By Mr. SINNOTT: A bill (H. R.15794) to add certain lands
to the Ochoco National Forest, Oreg.; to the Committee on the
Public Lands.

By Mr. REED: A bill (H. R.15795) authorizing the Secre-
tary of the Treasury in his discretion to sell the present publie
building and site in the city of Clarksburg, W. Va., and pur-
chase n new site and erect thereon a new public building in said
city ; to the Committee on Publie Buildings and Grounds.

By Mr. LEVER: A bill (H. R. 15796) to ennble the Presi-
dent to earry out the price guaranty made to producers of wheat
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of the crops of 1918 and 1919 and to protect the United States
against undue enhancement of its liabilities thereunder; to the
Committee on Agriculture. :

By Mr. BURNETT: A bill (H. R. 15797) for the purchase of
a site and the erection of a public building at Fort Payne, Ala. ;
to the Committee on Public Buildings and Grounds.

By Mr. MARTIN: A bill (H. R, 15798) to provide for the
erection of a public building at Morgan City, La.; to the Com-
mittee on Public Buildings and Grounds.

Also, a bill (H. R. 15799) to provide for the erection of a
public building at Houma, La.; to the Committee on Public
Buildings and Grounds.

By Mr. KETTNER: A bill (H. R. 15800) authorizing the
Secretary of War to donate to the town of Upland, Cal., one
German cannon or fieldpiece; to the Committee on Military
Affairs,

By Mr. GOULD: A bill (H. R. 15801) to amend an act en-
titled * An act to authorize the establishment of a Bureau of
War Risk Insurance in the Treasury Department,” approved
September 2, 1914, and amended October 6, 1917, and for other
purposes; to the Committee on Interstate and Foreign Com-

merce.

By Mr. SLOAN: A bill (H. R. 15802) to repeal the daylight-
saving law; to the Committee on Interstate and foreign Com-
merece.

Also, a bill (H, R. 15803) to loan certain cannon to Diller,
Friend, Milford, and York, Nebr.; to the Committee on Military
Affairs.

By Mr. STEENERSON : A bill (H. R. 15804) authorizing the
Secretary of War to donate to the village of Donaldson, Kittson
County, in the State of Minnesota, one German cannon or field-
piece; to the Committee on Military Affairs.

By Mr., BANKHEAD: A bill (H. R. 15811) providing for a
site and public building for post office and other Federal pur-
poses at Russellville, Ala.; to the Committee on Public Build-
ings and Grounds.

Also, a bill (H. RR. 15812) to provide for the purchase of a site
and the erection of a building thereon at Fayette, in the State of
Alabama ; to the Committee on Public Buildings and Grounds.

By Mr, KEHOE: A bill (H. It. 15813) for the erection of a
public pos-office building at De Funiak Springs, Fla.; to the
Committee on Public Buildings and Grounds.

By Mr. CARAWAY : A bill (H. R. 15814) granting the consent
of Congress to road district No. 1, Lee County, Ark., to con-
struct a bridge across the St. Francis River at or near the pres-
ent location of the Missouri Pacific Railroad Co.'s bridge; to
the Committee on Interstate and Foreign Commerce,

By Mr. BURNETT : Resolution (H. Res. 558) providing ad-
ditional compensation to W. H. Miller, janitor and messenger to
the Official Reporters of Debates ; to the Committee on Accounts.

By Mr. GOULD: Resolution (H. Res. 550) calling upon the
President for information regarding the $50,000,600 appropria-
tion for national security and defense; to the Committee on
Appropriations.

Also, resolution (H. Res. 560) calling upon the President of
ihe United States for certain facts as to the building and opera-
tion program of wooden ships; to the Committee on the Mer-
chant Marine and Fisheries.

Also, resolution (H. Res. 561) ealling upon the President for
certain information regarding foed price fixing; to the Commit-
tee on Agriculture.

Also, resclution (H. Res. 562) calling upon the President for
certain information in accordance with section 12 of the ship-
ping act approved September 7, 1916; to the Committee on the
Merchant Marine and Fisheries.

By Mr. SABATH : Joint resolution (H. J. Res. 408) estab-
lishing diplomatic relations with Czechoslovakia and Poland;
10 the Committee on Foreign Affairs.

By Mr. HAWLEY : Memorial from the Legislature of the State
of Oregon, favoring six months’ pay for d[scharged Boldiers,
sailors, “and marines ; to the Committee on Military Affairs.

By Mr. CAREW : Memorial from the Legislature of the State
of New York, urging Congress to enact laws guaranteeing sol-
diers, sullors, and marines pay for some sufficient time after
their discharge; to the Committee on Military Affairs,

By Mr. ADOLPHUS P, NELSON : Memorial from the Legis-
lature of the State of Wisconsin, memorializing the Congress of
the United States to cooperate with the Dominion of Canada in
the enlarged canalization of the St. Lawrence River for the
passage of ocean-going vessels into the Great Lakes; to the
Committee on Rivers and Harbors,

Also, memorial from the Legislature of the State of Wisconsin,
relating to the tobacco industry and requesting the Federal
Trade Commission to report on such industry; to the Committee
on Agriculture.

PRIVATE BILLS AND RESOLUTIONS.

Under clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. KEATING : A bill (H. R. 156805) granting an increase
of pension to Andrew A. Ebert; to the Committee on Invalid
Pensions.

Also, a bill (H. R. 15806) granting an increase of pension to
David M. Gray; to the Committee on Pensions.

Also, a bill (H, R. 15807) granting a pension fo William H.
Harris; to the Committee on Pensions.

By Mr. LUNN: A bill (H. R. 15808) for the relief of Patrick
J. Purcell; to the Commitiee on Claims.

By Mr. SLOAN: A bill (H. R. 15809) granting an increase of
giension to Jerome B. Brooks; to the Committee on Invalid Pen-

Ons.

Also, a bill (H. R. 15810) granting an increase of pension to
John W, Grewell ; to the Committee on Invalid Pensions.

PETITIONS, ETC,

Under clause 1 of Rule XXII, petitions and papers were laid
on the Clerk’s desk and referred as follows:

By Mr, BURROUGHS : Petition of 45 residents of Newton,
N. H., for the repeal of the postal zone rate bill; to the Com-
mittee on Ways and Means.

Also, petition of 35 residents of Derry, N. H., for the repeal
gf the postal zone rate bill; to the Committee on Ways and

enans.

Also, petition of 108 residents of the State of New Hamp-
shire, for the repeal of the postal zone rate bill; to the Coms=
mittee on Ways and Means.

Also, petition of 132 residents of Keene, N. H., for the repeal
gf the postal zone rate bill; to the Committee on Ways and

eans,

Also, petition of 70 residents of the State of New Hampshire,
for the repeal of the postal zone rate bill; to the Committee
on Ways and Means.

Also, econcurrent resolution passed by both branches of the
New Hampshire Legislature, that the Congress of the United
States make immediate appropriations whereby adequate meas-
ures of suppression of an insect pest known as the European
borer may be undertaken without delay by the proper Federal
authorities; to the Committee on Agriculture.

By Mr. CAREW : Petition of mass meeting of Friends 01
Irish Freedom at Our Lady of Good Counsel Hall, New York,
expressing sympathy with Irish people and urging the Govern-
ment of the United States to aid Ireland at the peace confer-
enee; to the Committee on Foreign Affairs.

Also, petition of Roger Casement Branch, Friends of Irish
Freedom, St. Menica Hall, New York, relating to self-determina-
tion of Ireland; to the Committee on Foreign Affairs.

Also, petition of the Western Fruit Jobbers’ Association of
America, asking Congress to enact necessary legislation releas-
ing all means of transportation from Government control to
individuals or corporations under charters from Government of
United States; to the Committee on Interstate an(l ll‘oreign
Commerce.

Also, petition of New York Produce Exchange in rclatian to
price fixing and Government control of Ioodstums to the Com-
mittee on Agriculture.

By Mr. CARY: Petition of Workingmen's Sick and Death
Benefit Society, No. 156, of Milwaukee County, Wis., urging
Government control and ownership of railreads; to-the Com-
mittee on Interstate and Foreign Commerce.

Also, petition ef citizens of Milwaukee, Wis,, urging repeal of
postal zone-rate bill; to the Committee on Ways and Means,

Also, petition of Workingmen’s Sick and Death Benefit Soci-
ety, No. 156, urging recall of soldiers “ over there " back to the
United States of America as speedily as possible; to the Com-
mittee on Military Affairs.

By Mr. COOPER of Wisconsin: Petition of A. J. Smith and
other residents of Racine County, Wis,, urging passage of Senate
bill 4937, providing Federal aid to States in the promotion of
education ; to the Committee on Education.

By Mr. COPLEY : Petition of sundry citizens of Dundee, El-
gin, and Naperville, I1L, asking that the present postal-zone law
be repealed ; to the Committee on Ways and Means,

By Mr. DALE: Affidavit of Dr. Ernest H. Baily in support
of the bill (H. R, 15678) granting an increase of pension to
Jason Johnson; to the Committee on Invalid Pensions.

Also, petition of members of Hedding Methodist Episcopal
Church, of Barre, Vi, favoring a league of nations; to the
Committee on Foreign Affairs.

By Mr. DALLINGER : Petition of Board of Aldermen of Med-
fmd Mass., asking that the Congress of the United btatcs and
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War Department pay to soldiers, sailors, and marines their
military wages for six months after their discharge from
service ; to the Committee on Military Affairs.

Also, petition of New England Nurserymen’s Association,
protesting against quarantine order No. 37 as unwise, unneces-
sary, and harmful to nurserymen and purchasers; to the Com-
mittee on Agriculture.

By Mr. ESCH : Petition of the Merchants' Association of New
Yorlk, relative to the restoration of railroads by the Government
to thelr original owners; to the Committee on Interstate and
Yoreign Commerce.

By Mr. BENJAMIN L. FATRCHILD : Petition of trustees of
Merchants' Association of Yonkers Chamber of Commerce,
Yonkers, N. Y., in re Federal control and operation of tele-
phone and telegraph lines; to the Committee on Interstate and
Foreign Cominerce.

By Mr. FULLER of Illinois: Petition of J. W. Browning,
superintendent of schools, and teachers of high school, Belvi-
dere, I11., for repeal of the postal-zone law; to the Committee
on Ways and Means.

By Mr. HAMILTON of New York: Petition of sundry citizens
of Olean, N. Y., favoring Government ownership of railroads;
to the Committee on Interstate and Foreign Affairs.

By Mr. HOLLINGSWORTH: Memorial of Publishers' Ad-
visory Board, New York, and 489 citizens of eighteenth con-
gressional distriect of Ohio, asking for repeal of postal zone
system ; to the Committee on Ways and Means.

By Mr, LONERGAN : Petition of certain citizens of Hartford
County, Conn., relating to the postal zone law; to the Commit-
tee on Ways and Means.

Also, petition of certain citizens of Hartforda County, Conn.,
relating to luxury tax; to the Committee on Ways and Means.

By Mr. LUNDEEN : Petition of Minnesota State Horticultural
Society, of Minneapolis, Minn., protesting against the enforce-
ment of quarantine order No. 37, made by the Federal Horti-
culture Board ; to the Committee on Agriculture.

Also, petition of Minnesota Independent Telephone Associa-
tion, 922 MecKnight Building, Minneapolis, Minn., asking for the
return of all telephone properties not later than December 31,
1920 ; to the Committee on Interstate and Foreign Commerce.

Also, petition of Commerecial Telegraphers’ Union of America,
Local No. 8, Minneapolis, Minn., protesting against the new rate
of compensation for telegraph employees, which is a cut in
wiages instead of an increase; to the Committee on Labor,

Also, petition of Building Trades’ Council of St, Paul, Minn.,
declaring in favor of Government ownership of railroads; to the
Clommittee on Interstate and Foreign Commerce.

Also, petition of Federation of Labor No. 16045, Findlay, Ohio,
requesting that all armed troops be withdrawn from Russian
territory ; to the Committee on Foreign Affairs.

Also, petition of Central Supply Co., Minneapolis, Minn., pro-
testing against sections 1409 to 1416 of the 1919 revenue bill; to
the Committee on Ways and Means.

By Mr., JOHN M. NELSON: Petition of citizens of the State
oi Wisconsin, urging Congress to enact into law the bill (H. R,
10550) providing for National ownership and Government op-
eration of all railroads; to the Committee on Interstate and For-
eign Commerce.

By Mr. POLK: Petition of Hilles & Jones Co., Wilmington,
Del., favoring and commenting on House bill 15625, providing
for further educational facilities by requiring the War Depart-
ment to loan certain machine tools not in use for Governmerit
purposes to trade and technical schools and universities, and
for other purposes; to the Committee on Education.

By Mr. RAKER : Petition of Estelle V, Krautz, David Atkins,
Mrs. L. 8. Capp, and Mrs. Dagmar Netendorff, all of San Fran-
cisco, Cal., requesting repeal of postal zone system ; to the Com-
mittee on Ways and Means. : I

Also, petition of sundry citizens of San Francisco, Cal., pro-
testing against postal zone rates; to the Committee on Ways
and Means.

By Mr. REED: Petition of the Chamber of Commerce of
Clarksburg, W. Va.,, and other citizens of said city, urging Con-
gress to make an appropriation of $500,000 for securing a site
and erecting a public building thereon adequate for the needs of
the post office, United States court, and other governmental
offices in said city; to the Committee on Public Buildings and
Grounds,

By Mr. RUCKER: Petition of Brotherhood of Railway Car-
men of America, Lodge No. 64, Moberly, Mo., in reference to
Government ownership of railroads; to the Committee on Inter-
state and Foreign Commerce.

By Mr, SABATH : Petition of sundry citizens of the State of
Ilinois, urging Congress to enact into law House bill 10550 ; to
the Committee on Interstate and Foreign Commerce,

By Mr. SMITH of Idaho: Petition of Pocatella Council,
Knights of Columbus, urging enactment of House joint resolu-
tion 857, favoring independence of Ireland; to the Committee on
Foreign Affairs. .

Also, petition of Rotary Club, Boise, Idaho, urging enactment
of legislation providing for removal of illiteracy and Americani-
zation of foreigners; to the Committee on Education.

Also, petition of Interstate Realty Association, Portland, Oreg.,
urging the abandonment of the construction of houses for war
workers and providing for their sale; to the Committee on Mili-
tary Affairs. :

By Mr. THOMAS F. SMITH : Petition of citizens of New York
City, protesting against postal zone rates; to the Committee on
Ways and Means.

Also, petition of citizens of New York City, urging adoption
of the Gallagher resolution on the Irish guestion; to the Com-
mittee on Foreign Affairs.

By Mr. SNELL: Petition of Mary E. Crosby, Mary C. Attoe,
Gladys Andrews, Pearl Geandrew, Muriel King, Emma Acker-
man, all of Ogdensburg, N. Y., for repeal of the postal zone rate
bill; to the Committee on Ways and Means.

Also, petition of Frank Burrel, of Hawkeye, and Mrs. Mabel
Deman, Mrs, Eliza Barnett, H. E. Baker, Mrs: George A. Tellier,
Miss Lydia Baker, Mrs. H. M. Kelly, Mrs. Benjamin Dodge, all
of Ausable Forks, and all in the State of New York, for repeal of
the postal zone rate bill ; to the Committee on Ways and Means.

By Mr. SNOOK : Petition of Van Wert Lodge, No. 667, of
International Association of Machinists, favoring the passage of
House bill 10550 ; to the Committee on Interstate and Foreign
Commerce.

By Mr. SNYDER : Petition of 24 residents of Little Ialls,
N. Y., favoring Government ownership of railways; to the Com-
mittee on Interstate and Foreign Commerce, :

By Mr. WASON: Concurrent resolution of the New Hamp-
shire Legislature, requesting the New Hampshire delegation to
Congress to use their influence with the Government, first, to
pay our private soldiers and noncommissioned ofticers promptly ;
and, second, to give every private soldier, noncommissioned offi-
cer, and sailor at the time of his honorable discharge the sum of
$200; to the Committee on Military Affairs.

By Mr. WATSON of Pennsylvania: Petition of Washington
Camp, No. 631, Patriotic Order Sons of America of Pennsylvania,
favoring a law prohibiting all immigration for a period of not
less than four years; to the Committee on Immigration and
Naturalization.

SENATE.
Suxpay, February 9, 1919.
(Legislative day of Friday, February 7, 1919.)

The Senate.reassembled at 2 o’clock and 45 minutes p. m., on
the expiration of the recess.

AMEMORIAL ADDRESS ON TIIEODORE ROOSEVELT.

The VICE PRESIDENT. The Senate will proceed to the
Hall of the House of Representatives to participate in the joint
memorial services in honor of Theodore Roosevelt.

The Senate, preceded by the Sergeant at Arms amd by the
Vice President and the Secretary, proceeded to the Hall of the
House of Representatives. :

After the conclusion of the memorial services, the Senate re-
h]:rriled to its Chamber, and the Viece President resumed the
chair. .

Mr. MARTIN of Virginia. I move that the Senate adjourn
until 12 o'clock meridian to-morrow.

The motion was agreed to; and (at 4 o'clock and 50 minutes
p. m.) the Senate adjourned until to-morrow, Monday, February
10, 1919, at 12 o'clock meridian.

HOUSE OF REPRESENTATIVES.
Suxvay, February 9, 1919.

The House met at 3 o'clock p. m.

JOINT SESSION OF THE SENATE AND HOUSE.

The Doorkeeper, Mr. Joseph J. Sinnott, announced—

The Vice President and the Senate,

The Chief of Staff and Major Generals of the Army, the Rear
Admirals of the Navy, and the Adjutant and Inspector of ihe
Marine Corps,

The members of the President’s Cabinet.

The ex-President of the United States.

The honorable Chief Justice and Associate Justices of the
Supreme Court of the United States. -
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